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Chapter [I 


POLITICAL ECONOMY. ITS SUBJECT-MATTER 
AND METHOD 


Marxist-Leninist political economy studies social rela- 
tions between people, taking shape in the process of produc- 
tion. It deals with economic laws governing production and 
distribution of material wealth in human society at various 
stages of its evolution. 


1. Social production and Laws of 
Its Development 


productive Material production underlies people's life, 

RORGES People should produce food, clothes, hous- 
ing, etc. to keep body and soul together... The process of pro- 
duction is interaction of man, or rather society, with na- 
ture. Irrespective of the social form, interaction of man 
with nature is the wmity of three elements: labour, objects 
of labour, and means of labour. 


Labour is man's purposeful activity to adapt objects of 
nature to satisfying people's needs. In the process of ac- 
ting upon nature people acquire knowledge and skills and im- 
prove the labour process. Characterising the significance of 
labour, Frederick Engels pointed out that labour is the 
"primary basic condition for all human existence, and this 
to such an extent that, in a sense, we have to say that le- 
bour created man himself" ,. 

In the process of labour people act upon object of la- 
bour. Earth and its bowels are universal object of labour. 
Raw material is the object upon which the influence of la- 
bour was exerted and which is to be subjected to further 
processing. AS science develops the number of objects of 


: Frederick Engels, Dialectics of Nature, International Pub- 


lishers, New york, 1940, p. 279. 


labour grows and new objects of labour appear, for example, 
various synthetic materials. 

Man acts upon objects of labour with the help of means 
of labour. Instruments of labour, back and bone of produc- 
tion according to Karl Marx, fall under this category. They 
play a decisive role since mants labour began with his first 
instruments. The level of their development is the main dis- 
tinctive feature of each historical phase of production. Ini- 
tially, stone axes, hoes, bows and arrows were instruments 
of labour, today they are modern complex machines. Transport, 
industrial buildings and structures, as well as Eerth, be- 
long to the means of labour, 

Means of labour and objects of labour in the aggregate 
are called the means of production. Unable to produce any- 
thing by themselves, they are set working by people. The 
means of production and people with their production experi- 
ence and skills constitute the productive forces. Since 
people make and improve the means of production, they are the 
main productive force. The productive forces express socie- 
ty's active relation to nature and their development reflects 
the degree of man's domination over it. As the productive 
forces develop, the role of science rises and its organic 
merging with production takes Shape. Science becomes a di- 
rect productive force. Under the present-day conditions the 
scientific and technological revolution embraces all ele- 
ments of the productive forces (new instruments and objects 
of labour, new power sources, new demands to manpower). 

The productive forces make up only one aspect of so- 
cial production, another are social-production, or econo- 
mic, relations of people. 


Social-Production Remaking nature in the process of 
Relations labour, people enter into social 
relations with each other. These 
are called social-production, or economic, relations, in 
which the main are relations of ownership, i.e. relations 
between people as regards appropriation of material wealth, 
the means of production in the first place. They arise in 
the process of production since, as }iarx noted, any produc- 


tion is the appropriation of the objects of nature by an in- 
dividual within the framework of a certain social form and 
through it!. Relations between people operate through things- 
means and objects of labour and also through products of la- 
bour. Bourgeois scientists substitute legal relations of 
people to things for relations between people. Marx and En- 
gels stressed that legal relations were solely the reflec- 
tion of objective economic relations, characteristic of a 
given mode of production. 

Relations of ownership distinguish the method of link- 
ing manpower to the means of production pertinent to a gi- 
ven society and the social form of appropriating material 
and cultural values. There are two types of relations of 
ownership-public when the means of production and product of 
labour belong to society as a whole and private when these 
are owned by a certain part of society or even individuals, 
while its remaining part is barred from appropriating them. 

Apart from the relations of ownership, production rela- 
tions also include the exchange of activity between people 
in the process of production. Within enterprises this ex- 
change proceeds between workers of various trades, between 
workers and engineering staff, taking part in manufacturing 
some articles. It may also be accomplished through the ex- 
change of products with the social division of labour as its 
basis. Under certain conditions this exchange assumes’ the 
form of that of commodities. 

The relations of distribution likewise belong to the 
system of production relations. There are two basic types 
of distribution relations: distribution of the means of 
production and labour resources by production branches and 
distribution of what has been produced, i.e. the means of 
production and objects of consumption, among people, social 
groups and classes. 


See Karl Marx, Frederick Engels, Works, Vol. 12, p. 713 
(in Russian). 


production and distribution are interconnected, though 
the decisive role belongs to the former. This role is deter- 
mined not only by that products are distributed but also that 
the character and forms of distribution depend upon economic 
relations of people in production, upon the form of owner- 
ship in the means of production. 

Thus, if the means of production are monopolised by in- 
dividual groups or classes, the lion's share of manufactured 
wealth is appropriated by these very classes. The working 
people not always get even the minimum of the means of sub- 
sistence necessary for reproducing their normal capacity for 
work, Conversely, if the means of production and, consequent- 
ly, all the created material wealth belong to the people, 
distribution benefits society as a whole. Depending on pro- 
duction, distribution exerts a feed-back effect upon it, tel- 
ling upon peoplets attitude to work, speeding up or delaying 
production growth. 

The movement of social product is finalised with con- 
sumption, i.e. utilisation of the wealth produced. production 
and consumption are closely interconnected, production play- 
ing a dominant role, since here objects of production and 
personal consumption are manufactured, Production dictates 
the volume of consumption, giving rise to new requirements 
and changing the structure of consumption, 

Consumption, in its turn, influences production, stim- 
lating its progress. Thus, production, distribution, exchan- 
ge and consumption are interconnected as parts of a single 
whole, constituting reproduction, with production playing 
the dominant role. 

Social-production relations are objective relations 
arising between people in the process of production, distri- 
bution exchange and consumption of material benefits. Poli- 
tical economy also studies economic ties in the services, 
making clear the role of their various types in developing 
material production. 

Different aspects of production relations make up a 
Single system, in which each link is under the influence of 
other links, and, in its turn, acts upon them. However, as 
was already mentioned, relations of owmership in the means 
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of production occupy the leading position in this systen, 
Since precisely they unite all economic relations into a sing-~ 
le whole and provide the basic characteristic of society. 

International economic relations occupy a special place, 
Marx called them secondary, implying that they are condition- 
ed by the nature of primary production relations, i.e. those 
existing within countries. However, the former's significance 
is increasing. Nowadays, there are many forms of international 
economic relations in the capitalist world. With the emergen~ 
ce of the world socialist system there appeared new interma~ 
tional economic relations. 

Bourgeois ideologists do their utmost to veil the deci- 
sive import of the relations of ownership in the means of pro- 
duction. To turn attention off the sphere of production where 
capitalist exploitation takes place they often give priority 
to the sphere of consumption, examining the relation of man 
to things, to the environment. Some of them concentrate their 
attention on studying the commodity exchange where exploita- 
tion is disguised, while still others try to substitute le- 
gal relations or forms of production m@nagement for produc- 
tion relations, to dissolve them in family, religious and 
other relations. Bourgeois authors often substitute purely 
technological relations for production relations, though the 
former may characterise only the interaction of the separate 
elements of productive forces; manpower, instruments and ob- 
jects of labour. Some bourgeois scientists include the rela- 
tions of ownership in social relations, stating meanwhile 
that the former's importance is decreasing all the time and 
in actual fact they are examined nowhere. The American econo- 
mist Berley in his Power Without Property, maintains that 
now production is under command of hired managers, possessing 
no property. In fact, all basic decisions are taken by capi- 
talists, to add that the upper section of managers belongs to 
the bourgeoisie. 

Reality provides ever new and new evidence that rela- 
tions of ownership in the means of production play the decisive 
part in the system of all socio-economic relations. It be- 
comes obvious if one compares capitalism with socialism, 
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whose cardinal antithesis is conditioned, in the first place, 
by the fact that diametrically different forms of ownership 
constitute their economic basis. 


Unity and Conflict of Social-production relations, in 
Productive Forces and : tn 
Production Relations the final analysis, are determin 


ed by the level and character 
of the productive forces! evolution. Thus, the collective 
ownership in the means of production, common labour and egali- 
tarian distribution conformed to the low level of the produc~ 
tive forces' development in the primitive society. The deve- 
lopment of production starts with that of productive forces, 
perfection of instruments and working people themselves. The 
change in the productive forces entails a change in the re- 
lations of production, Nevertheless, the latter are by no 
means a@ passive element of production, acting, in their turn, 
upon the productive forces. If production relations corres- 
pond to the level of the productive forces, they speed up 
their progressive movement, or delay it, if such a correspon- 
dence does not exist. Since the productive forces develop 
more quickly they come into conflict with the existing re- 
lations of production. It should be noted that production 
relations do not remain invariable within the framework of 
one and the same mode of production. Within certain limits 
they adjust themselves to the changing character of the pro- 
ductive forces. However, this adjustment cannot eliminate 
contradictions between the productive forces and production 
relations since it does not change the basis of production 
relations. The conflict between them mounts, finding expres- 
sion ina bitter class struggle, and is resolved by the 
socialist revolution, 

Thus, the productive forces and production relations, 
the two aspects of production, are interconnected and inter- 
dependent. That is why political economy studies production 
relations in their interaction with the productive forces. 
It examines the productive forces! decisive influence upon 
the production relations and the latter's impact upon the 
former. 


The productive forces and production relations in their 
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precisely historical unity is called the mode of production. 
History knows primitive-communal, slave-owning, feudal, capi- 
talist and communist (its first phase called socialism) modes 
of production. 


Social Structure of Social-production relations wmder- 
geile Trees lie society's social structure. 

Thus, private ownership in the 
means of production conditions society's division into anta- 
gonistic classes and struggle between them. AS Lenin wrote, 
classes differ from each other "by the place they occupy in a 
historically determined system of social production... by 
their role in the social organisation of labour, and, conse- 
quently, by the dimensions of the share of social wealth of 
which they dispose and the mode of acquiring itn’, Political 
economy analyses economic foundations of class struggle, as- 
certains the scientific basis of strategy and tactics of com- 
munist and workers! parties. In socialist society with anta- 
gonistic classes non-existent, political economy is the theo- 
retical basis for popular masses! activity directed at buil- 
ding communisn,. 

Social-production relations constitute society's econo- 
mic basis. Political and legal ideas, ideology and correspon- 
ding institutions arising on this form the superstructure, 
The basis determines the superstructure, which in its tum 
exercises influence on the former, though its character, de- 
gree and results are conditioned by the basis. The state is 
an important element of the superstructure. Political econo- 
my analyses the economic role of the state, its impact upon 
the basis and its socio-economic afterresults,. 

The sum total of the productive forces, the economic ba- 
sis and the superstructure in concrete historical conditions 
constitutes a socio-economic formation. 


Economic Categories The essence of production relations 
and Laws studied by political economy is ex- 


pressed in economic categories and 
laws. 


' VeITeLenin, Collected Works, Vol. 29, pe. 421. 


13 


Economic categories are generalised concepts, reflect- 
ing essential aspects of economic processes. They include, 
for example, property, production, distribution and exchange, 
and characterise social and production relations between peop- 
le rather than things. Proceeding from simple to more can- 
plex categories, political economy analyses society's econo- 
mic laws, 


Economic laws are intermal, necessary and stable con- 
nections of production relations, revealing the essence of 
phenomena and processes of economic life. They are objective 
since objective are production relations, conditioned by the 
productive forces! development level. These laws are histo- 
rical because they express the historically determined pro- 
duction relations. Therefore, they cannot be as long-lived 
as laws of nature. 

The operation of economic laws depends upon the nature 
of production relations. Thus, under capitalism with pri- 
vate property disuniting people they operate spontaneously, 
manifest themselves through the class struggle and competi- 
tion. In socialist society economic laws are realised in 
conscious, organised activity of all society's members. 

Revisionists do not grasp this fact, identifying the 
spontaneous form in which economic laws manifest themselves 
with their objective character, Thus, they arrive at the 
conclusion that economic laws do not exist in socialist so- 
ciety on the premise that under socialism there is no, nor 
can there be, spontaneously operating economic laws. These 
mMiscalculations are characteristic of both Right-wing revi- 
sionists favouring the development of spontaneous market re- 
lations under socialism and the "Lefts", ignoring objective 
economic laws and practising adventurism and voluntariam in 
politics, 

Econamic laws are perceived and employed by people. How- 
ever, the degree of perceiving and of employing, as well as 
aims of applying, economic laws, are again determined by the 
character of production relations. 

Each socio-economic formation has a system of econamic 
laws, involving the specific ones, inherent in a given for 
mation, and general laws, expressing wmiversal conditions of 
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society's existence. Moreover, there exist laws, operating not 
in a single but in several socio-econamic formations. They are 
all interconnected, though each of them expresses one or ano- 
ther aspect of given production relations. The basic economic 
law of a given mode of production reflects the essence of re- 
Levant production relations in their totality. This law charac- 
terises the purport of production and means of its attainment. 

Political economy, studying production relations, natural- 
ly investigates economic laws governing production and dis- 
tribution of material wealth at various stages of society's 
progress, 


Subject-Matter of Political economy is the science dea- 
Political Economy ling with the development of produc- 

tion relations in their interconnec- 
tion with the productive forces and the superstructure. It 
studies laws of production, distribution, exchange and con- 
sumption of material and spiritual wealth. Political econany, 
as @ historical science, holds as its subject production re- 
lations of primitive-commumal, slave-owning, feudal, capita- 
list and commmist societies, 


Bourgeois Concept of the Bourgeois econanists do not 
Sr eee gea esto give a uniform definition of 


the subject of political eco- 

nomy, terming this science 
either "political economy" or "“ecanamics", The interpretation 
of political econany as the "science of wealth" is one of most 
widely spread. In this case it becomes a science about the to- 
tality of articles, their production, distribution and con- 
sumption, The question of socio-economic relations is passed 
over, actual contradictions between classes in capitalist so- 
ciety are veiled and historical character of political econo- 
my is ignored. 

In his book Economics Paul Samuelson, American bourgeois 
economist, proclaims economic theory to be the science of day- 
to-day business activity of people. Priority is given to 
man's relation to external nature, manifesting itself in 
his economic activity. Similar to this is the definition of 
political economy as the science about satisfying individual's 
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want. This interpretation substitutes man's relations to 
things for economic relations between people. Political econo- 
my is reduced to studying people's needs and methods of their 
satisfaction. "Universal, etermal laws" are deduced, which 
actually do not exist. By bringing consumption to the fore- 
ground these economists do their best to divert one's atten- 
tion from the sphere of capitalist production, capitalist ex- 
ploitation. 

"Economics" include many questions pertaining to con- 
crete sectoral economics, finance, economic policy of the 
state and organisation of business. This is connected with 
strengthening of bourgeois political economy's practical 
function, with recommendations it elaborates for the state 
and big business. Whereas political economy studies economic 
laws, sectoral econamics are preoccupied with manifestations 
of these laws in a concrete sphere. Confusion of political 
economy with other sciences only adds to eclecticism, cha- 
racteristic of bourgeois political econamy. "Economics" lack 
a clear-cut system, turning into a set of diverse construc- 
tions not always organically connected with each other. 


2. Method of Political Economy 


Production relations assume various forms, Under capi- 
talism these forms mask the essence of production relations. 
The task of political economy is, first of all, to penetrate 
deep into economic processes, lay bare their essence and then 
explain concrete forms of their manifestation in everyday 
life. Only the scientific method of research makes it possible. 
The method is the approach to studying reality, mode of 
cognising and the totality of means of reflecting regulari- 
ties of objective world. 

Materialist dialectics is the method of political eco- 
nomy.e It follows then that the basic provisions of dialectical 
and historical materialism are applied to studying econamic 
processes, 
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Abstract and The initial point of oognition in politi- 
Conerete cal economy is accumulating concrete facts 
of reality in all their multiformity. To 
understand what is going on scientific abstractions are in- 
dispensable. Marx wrote: "In the analysis of economic forms 
ee eneither microscopes nor chemical reagents are of use. The 
force of abstraction must replace both’, 

In his analysis of any essential relationship, Marx 
picks it up out of the sum total of relations and disengages 
himself from all other secondary aspects, which enables him 
to ascertain economic laws and categories. Thereafter, pro- 
ceeding from the abstract to the concrete, political econany 
again returns to concrete phenomena, providing the characte- 
ristic of their entire system as a whole as reality already 
cognised, 


Unity of Analysis Proceeding from the concrete to the 

and Synthesis abstract, political economy lays out 

the subject under investigation into 

component parts, studying each of them separately and deter 
mining its role as one of aspects of a single whole. This 
process is called analysis, with abstract definitions as its 
result. Proceeding from the abstract to the concrete, politi- 
cal economy reproduces in theory the object under study as a 
whole, i.e. accomplishing synthesis, the unification of va-~ 
rious elements already analysed into a single whole. 


From Simple to To understand the laws of development, 
Complex political economy focuses its attention 
on the simplest economic relation, the 
foundation of the development of more complex relations. It 
proceeds from simple economic forms to more complex ones. 
Under capitaliam commodity is the simplest economic cell 
from which Marx starts his analysis of capitalism. 


Karl Marx, Capital. Vol. I. Progress Publishers, Moscow, 
1974, Pe 19. 
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Unity of Historical Political economy reflects socie- 

and Logical ty's ecomomic development in its 
historical continuity. However, 

unlike history, it does not reproduce all the zigzags and 

contingencies of such development, sticking to the main ten- 

dency. Engels wrote: "The logical method of approach... 

is indeed nothing but the historical method, only stripped 

of the historical form and of interfering contingencies", 


Combination of Qualitative Any economic phenomenm has 
and Quantitative analysis qualitative and quantita- 
tive aspects that are 

closely intercommected. The former expresses the essence of 
process and prevails over the latter, In their turn, quanti- 
tative changes lead to new economic quality. Political eco- 
nomy is concemed with production relations in their quali- 
tative and quantitative definiteness. It exposes, for in- 
stance, the essence of capitalist exploitation and ascertains 
its degree or norm. The quantitative analysis helps disclose 
politico-econamic content to a greater extent. In so doing 
political economy makes use of mathematical and statistical 
methods and works out economico-mathematical models. The 
latter are mathematical expressions of dependence of inter 
connected economic quantities. 

However, the employment of mathematics in politico- 
economic studies is mainly of applied nature. Production 
relations do not possess physical quantities and therefore 


the mathematical method cannot be daminant in political eco- 
nomy. 


Role of Practice is the starting point of cognition. 
BEeousce As was already stated, scientific thought 
leads to bringing to light objective laws of 
production relationst evolution. The cognising process 
extends still further, and verification in practice of truth- 
fulness of acquired knowledge is its concluding stage. Thus, 
for instance, practice, life time and again corroborate the 


Karl Marx, Frederick Engels, Collected Works, Vol. 16, 
1979, pe 475. 
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historical soundness of Marxist-Leninist economic teaching 
on laws of capitalism and inevitability of its destruction 
in a revolutionary way. 


3. Class Character of Political Economy 


Social Roots of Party In class society political eco- 
Spirit in Political : 
Economy nomy developed as a partisan 


science based on class interest. 

It is explained by the fact that it studies production re- 
lations and affects radical economic and political interests 
of various classes and social groups. Bourgeois economists 
deny the class character of political economy. They strive 
to allege that the way to truth lies in abandoning class 
positions in science. In fact, however, under the guise of 
an "unbiassed, objective analysis", they wage vigorous at- 
tacks at Marxism-Leninism, striving to distract working 
masses from the class struggle. 

There can not be a unified economic science in anta- 
gonistic society. Each class has its own political econany, 
defending its interests, 


Bourgeois Political Bourgeois political economy 

Economy emerged with the rise of capita- 

lism. At the time, the bourgeoisie 

was @ progressive class in comparison with the feudal lords, 
and the teachings of its ideologists contained scientific 
elements, But as soon as the bourgeoisie rose to power and 
proletariat's struggle assumed forms dangerous to capitalisn, 
sclentific bourgeois political economy was replaced by vul- 
gar political economy with its main objective to disguise ca- 
pitalist reality and fight working people and their ideolo- 
gy» The modern bourgeois political economy upholds the in- 
terests of monopoly capital. Its most reactionary trends 
endeavour to justify the arms race and imperialist wars. 
They never cease attacking socialism. 
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Petty-Bourgeois Having arisen in the early 19th cen- 

Political Economy tury, it expressed the interests of 
small proprietors - peasants, handi- 

craftsmen, petty mamufacturers and merchants. Subjecting 
capitalism to severe criticism, petty-bourgeois econamists 
idealised small-scale production and urged a returm to back- 
ward handicrafts and petty peasant economy. Today petty- 
bourgeois economists advocate restricting the wndivided 
rule of monopolies and reviving free competition, believing 
that this may be achieved with the help of a bourgeois state. 
These theories are anti-scientific since the course of his- 
tory cannot be reversed and since capitalism of free com 
petition invariably gives rise to monopolies. 


Political Economy of Political economy of the working 
the Working Class class differs fundamentally from 
bourgeois and petty-bourgeois 
political economy. Dating back to the mid-19th century, 
it serves the cause of emancipating all working people. The 
Party spirit of proletarian political economy is organically 
combined with supreme scientificality since the working 
class's interests wholly coincide with the law-governed march 
of historical development. The working class takes interest 
in perceiving as deeply as possible objective economic laws 
and on their basis fights for society's revolutionary re- 
making. 

Marx and Engels, founders of scientific communism, pro- 
vided an exhaustive analysis of capitalist production, the 
laws of its emergence, development and perish. They sub- 
stantiated the inevitability of the socialist revolution and 
worked out the basic tenets on the transitional period fram 
capitalism to socialism and on the two phases of communisn. 

Under new historical conditions, V.I. Lenin, the great 
continuer of the cause of Marx and Engels, raised Marxist 
political economy to a new stage, Leninism is Marxism of the 
imperialist epoch and proletarian revolutions, of colonial- 
isam's disintegration, of transition from capitalism to so- 
cialism and building communist society. 
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Marxist-Leninist economic science develops continuously, 
storing up new theoretical provisions and conclusions. The 
CPsu, fraternal Marxist-Leninist parties, and international 
communist movement contribute immensely to economic science, 
The Congresses of the CPSU did much to developing Marxist-Le- 
ninist economic theory. They analysed in depth the econamy of 
the world socialist system, of developed socialism, the con- 
dition of liberated countries, socialist-oriented countries, 
in particular, process of deepening of general crisis of ca- 
pitalism and other urgent issues of today. 

Characterising Marxism, Lenin called Marx's economic 
doctrine the main content of Marxism, the most profound, com- 
prehensive and detailed confirmation and application of his 
theory!. 

Marxist-Leninist political economy scientifically sub- 
stantiates the inevitability of the socialist revolution and 
winning power by the working class. On the basis of cognising 
economic laws, communist and workers* parties draw up science- 
based programmes, determine strategy and tactics of the work- 
ing class in an allience with the other sections of working 
people, 

Political economy acquires particular significance after 
the victory of the socialist revolution. It is a methodolo- 
gical basis of the planned managing social production and 
clearing up the ways of its progressive movement. Marxist- 
Leninist political economy makes up the scientific foundation 
of economic policy of the Party and the state, the CPpsu'ts eco- 
nomic strategy. It does not only analyse society's develop- 
ment laws, but also clarifies the mechanism of their action 
and works out concrete suggestions in governing the national 
economy. 

Marxist-Leninist political economy plays a major part in 
the ideological struggle with bourgeois apologists, refor- 
mists and opportunists. It demonstrates complete ungroundiless- 
ness of the bourgeois pseudo-theories, brings to the fore- 
@round the advantages of socialism, proving that the capita- 
list system is doomed, and fosters a firm conviction in the 
triumph of commmisn. 


See V.I. Leniny Collected Works, Vol. 21, pp. 50, 59. 
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Chapter 2 


CAPITALIST MODE OF PRODUCTION AND STAGES 
OF ITS DEVELOPMENT 


1. Capitalism's Place in History of Society 


AS a socio-economic system, capitalism is a law~gover 
ned stage in society's evolution as were the preceding pri- 
mitive-communal, slave-owning and feudal modes of production. 


Capitalism - an The beginning of capitalist epoch 

Exploiting System dates back to the 16th century, 
although same elements of capitalist 

relations sporadically sprang up in 14th and 15th centu- 
ries. Capitalist production, having arisen in the womb of 
feudal society, existed for a long time as a structure within 
feudal economy. The dominance of the capitalist mode of 
production was established in the late 18th-early 19th cen- 
turies, as a direct result of the industrial revolution and 
transition to large-scale machine production. 

Capitalism is a class-antagonistic, exploiting system 
as were the preceding, slave-owning and feudal, ones. Con- 
sequently, it possesses the same basic features, characte- 
ristic of any exploiter system. It follows, therefore, that 
capitalist society, similarly to slave-owning and feudal 
ones, is based on the private ownership in the means of pro- 
duction and exploitation of man by man, and is divided into 
antagonistic classes engaged in irreconcilable struggle with 
each other. Under capitalism, however, these relations have 
different content in comparison with the preceding exploiter 
formations. 


Distinguishing The main distinguishing feature of the 
Features of capitalist mode of production is that 
Capitalism : ‘ 
it is based on the exploitation of 
wage-labour. Wage-workers and the bourgeoisie are the prin- 
cipal classes of capitalist society. Workers are the main 
direct producers of material wealth, under capitalism. They 
are free from personal dependence, the fact distinguishing 
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them from slaves and peasant serfs who belonged to their mas- 
ter - glave~owner or feudal lord. Under capitalism, however, 
workers, free from personal dependence, are deprived of the 
means of production. Such being the case, workers are com 
pelled to sell their labour-power (capacity to work) to ca- 
pitalist entrepreneurs, owners of the means of production. 
Direct producer becomes thereby a wage-worker, an object of 
exploitation by a capitalist. The essence of this exploita- 
tion lies in the fact that capitalists appropriate the fruits 
of workers’ labour. 

Whereas in the context of slave-owning and feudal 
systems exploitation was based on supra-economic coercion, 
under capitalism it bases itself on economic compulsion. 
Workers, independent of capitalists personally, depend upon 
them economically: to get the necessary means of subsistence 
they are compelled to take a job in capitalist enterprises, 
iee. work for the capitalist. 

Unlike former exploiter formations with exploitation 
being of an overt nature, capitalism disguises it, du to the 
fact that relationships between capitalists and workers out- 
wardly function as relations of equal exchange with every- 
vody receiving exactly as much as he gives sway. It seems 
that the capitalist pays the worker in full for what he pro- 
duces by his labour, In other words, it seems that the worker 
is not exploited. Bourgeois ideologists employ this false 
appearance in their effort to deceive the working class and 
distract it from the struggle against capitalist exploita- 
tion and oppression when they preach justice and equality 
allegedly reigning supreme in bourgeois society. 


Capitalism, the Last Capitalism, based on private owner- 
Exploiter Formation ship in the means of production 

and exploitation of wage-labour, 
objectively engenders the struggle of the working class and 
working masses against the bourgeoisie. This class struggle 
is completed by the socialist revolution, and it is an un- 
avoidable and law-governed development. In contrast to other 
social revolutions, for instance, bourgeois revolution, 
which led to the replacement of one exploiter system by 
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another, the socialist revolution is distinguished by that 
it does away with any exploitation and oppression together 
with the capitalist system. Capitalism, consequently, is the 
last exploiting socio-economic formation in the history of 
human society. 

Communist society with socialism as its first phase 
supersedes capitalism. The revolutionary replacement of 
capitalism by socialism began with the victorious socialist 
revolution in Russia (October,1917) and since then it unfolds 
irrepressibly, being the principal law of the contemporary 
historical epoch. 


2. General Re arities and Stages of 
Capitalist Development 


The analysis of the capitalist mode of production aimed 
at exposing the economic laws of this system, is of paramount 
significance for the proletariat's class struggle. Knowledge 
of capitalism's laws and tendencies of its evolution enables 
the working class to consciously and efficiently fight the 
bourgeoisie and allows Marxist-Leninist parties to scienti- 
fically and thoroughly substantiate the strategy of struggle 
of the working class and all working masses for socialism. 

A clear-cut differentiation of universal foundations of 
this mode of production and its specific features, charac- 
terising this or another of its stages, is one of the most 
important principles of Marxist-Leninist methodology in 
studying capitalism. 

In its development the capitalist mode of production 
passes through the two basic stages: pre-monopoly and monopo- 
ly capitalism, or imperialism. 

Each stage of capitalism is marked by a number of dis- 
tinctions, reflecting specific features and regularities of 
the development level the productive forces and production 
relations have attained, the level of maturity of the mode 
of production and sharpening of its contradictions, which, 
in the final account, are manifest in the peculiarities of 
the class struggle's progress. Specific features and dis- 
tinctions, characterising separate stages of capitalian, are, 
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on the whole, forms of expression and development of basic 
traits and general regularities of the capitalist mode of 
production, i.e. those underlying relations and laws of de- 
velopment, which, forming political and economic foundations 
of the capitalist formation, are intrinsic in this mode 

of production during the entire period of its existence. 


Marx's Capital Is 4 Revolutionary Bourgeois political 
Upheaver in Political Economy economy proved unable 
to scientifically ana- 
lyse the economic system of capitalism. True, the period of 
capitalism's advent and ascending development, when the 
bourgeoisie was a progressive class, witnessed the rise of 
bourgeois classical political economy (William Petty, Adam 
Smith, David Ricardo), which made a certain contribution to 
economic science, Marx drew on it in creating his economic 
theory. However, representatives of this school could not 
lay bare the true nature of the capitalist system and laws 
of its evolution because they neither went beyond the com 
paratively narrow framework of bourgeois world outlook nor 
did they have a scientific method of research. Subsequently, 
they waived all their effort to scientifically cognise eco- 
nomic phenomena, devising apologetic concepts meant for 
defending and embellishing capitalism. That was how they 
reacted to sharpening capitalist contradictions and inten- 
sified struggle of the proletariat against the bourgeoisie. 
A truly scientific analysis of the capitalist mode of 
production was, for the first time, undertaken by Marx in 
his Capital, a most important work in political economy, as 
Lenin noted. 
In studying the econamic system of capitalism Merx 
used in Capital his own method of materialist dialectics. 
This served as the basis for creating an integrated scienti- 
fic system, that reveals the essence of capitalist production 
relations, their internal contradictions, laws and tendencies 
of their development. Marx accomplished a truly revolutionary 
upheaval in political econony. 
Marx's system reveals deep-going capitalist relations, 
general foundations and laws, characteristic of this mode of 
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production as such, regardless of stages, concrete condi- 
tions and forms of its development. This analysis shows that 
the primary foundation of the capitalist system is private 
capitalist ownership in the means of production and exploita- 
tion of wage-labour. Behind the seemingly equal relations 
between workers and capitalists, engendered by commodity 
form of capitalist production, Marx saw the system of severe 
exploitation of workers by capitalist, who monopolised the 
ownership in the means of production and appropriated the 
fruits of workers! labour in the form of surplus-value. The 
analysis of production and appropriation of surplus-value, 
exposing the exploiter essence of capitalist production re- 
lations, demonstrates that surplus-value serves as the ob- 
jective and motive force of capitalist production. 

The analysis of the true nature of production relations 
under capitalism revealed the basic opposition between eco- 
nomic interests of workers and those of capitalists, their 
class antagonism, brewing the working class's struggle against 
the bourgeoisie. Studying the laws of simple commodity pro- 
duction being transformed into capitalist production, Marx 
proved that under capitalism the commodity form of production 
not only remains but develops most fully. In these condi- 
tions, the anarchy of production and economic crisis, bitter 
rivalry between capitalists, forcing them to constantly de- 
velop and perfect production and fanning their greed for 
gain, are inherent in capitalism, based on private ownership 
in the means of production. Essentially, however, development 
of capitalist production is the process of reproducing, on an 
extended basis, capitalist property and exploitation of workers 
by capitalists, and, consequently, of reproducing class 
antagonisms and class struggle in bourgeois society. 

Capitalism developed the productive forces to a great 
degree, raised the productivity of social labour and its 
socialisation, on which basic capitalist production rela- 
tions, contributing to this development, took shape. Inves- 
tigating the dialectics of the productive forces and produc- 
tion relations, Marx showed that at a definite stage of ca- 
pitalist development its production relations inevitably turn 
from the factor of promoting the productive forces develop- 
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ment into its brake. The analysis of the contradiction bet- 
ween the social character of production and private capita- 
list form of appropriation allowed Marx to conclude that 
capitalism is historically transitory and that it will be 
replaced by socialism in a revolutionary way. The material 
basis of socialism's advance consists in the socialisation 
of labour, the end towards which capitalism's development 
ultimately leads. 

Development of the productive forces and further socia- 
lisation of labour are simultaneously the process of deve~ 
lopment of the working class itself, whose growth and con- 
centration is accompanied by its stronger exploitation, 
worsening of its position, and also by enhancing its struggle 
against the bourgeoisie to protect its interests, to be so- 
cially emancipated. Marx regards the development of class 
struggle under capitalism as the process, intrinsic in this 
economic system, as its law. At the same time, in Capital 
the proletariat, born and organised by capitalism, is pre- 
sented, according to Lenin, as an intellectual and moral 
force of revolutionary transformation of capitalism into 
socialism, as its executor. 

The greatest significance of Marx's Capital, valid to 
this very day, and of the revolution it carried out in poli- 
tical economy, consists in that Marx scientifically sub- 
stantiated the capitalist system's transitory character, its 
inevitable downfall as a result of the development and shar- 
pening of its internal contradictions, that he showed the 
working class's historical mission as a revolutionary force 
destined to effect the revolutionary remaking of society. 


Revealing the nature, development laws and fate of bour- 
geois gociety Marx dealt a mortal blow at bourgeois concepts, 
prevailing prior to the appearance of Capital, that preached 
the ideas of equality and justice in bourgeois society, har- 
mony of class interests, eternal and unshakeable nature of the 
capitalist system. Marx himself justifiably noted that Capi- 


tal had been a terrible shall ever thrown at the bour- 
geoisie. 
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Marx's Capital and Its Since its publication to this 
Present-Day "Critics very day Capital has been the 

keen ideological weapon of re- 
volutionary struggle of the working class and working masses 
for social emancipation. It is not accidental that its basic 
ideas continue to remain in the centre of ideological 
struggle, being the object of most fierce attacks and nume- 
rous "refutations" on the part of bourgeois ideologists and 
their accomplices, 

One of the favourite methods these ideologists employ 
nowadays is to declare that Capital has become outdated and 
scientifically worthless for studying modern capitalisn, 
which, allegedly, is now quite different from the 19th-cen- 
tury capitalism analysed by Marx. This assertion is indicative 
of the class interests these ideologists uphold and also shows 
that they fail to understand, or purposefully ignore Marx's 
scientific method of investigating the capitalist mode of 
production and demonstrates their inability to correctly as- 
sess the results of this investigation. 

True, Marx analysed capitalism at its pre-monopoly stage, 
availing himself of voluminous factual material, bearing, 
above all, on development of capitalism in England, the 
centre of classical capitalism at the time. 

Unquestionably, capitalist production relations and 
Class struggle at the time when Capital was written, i.e. 
pre-monopoly capitalism, were characterised by specific 
features, concrete forms and laws of development which Marx 
undertook to explain. However, each truly scientific re- 
search presupposes, above all, elucidating the essence of 
phenomena, their internally necessary connection, i.e. laws 
and tendencies of their development, and on this basis to 
explain specific forms and peculiarities of their manifesta- 
tion under concrete historical conditions. 

This analysis of capitalist production relations is 
particularly indispensable since they objectively are mani- 
fest in such forms which conceal their genuine nature, there- 
by giving rise to false ideas of the capitalist systen, 
which are employed by bourgeois ideologists for their own 
apologetic ends. Precisely such truly scientific analysis of 
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capitalism's economic system was accomplished by Marx in (Ca- 
pital, resulting, above all, in laying bare the essence of 


capitalist exploitation, the basis and general lawof the 
capitalist mode of production, with which we dealt earlier. 


Ppre~lMonopoly Merx's analysis of common features and 
Capitalism laws of development of the capitalist 
mode of production provided the basis for 
elucidating its concrete form@ and peculiarities of their 
manifestation under 19th century capitaliam, i.e. at capita- 
lism's pre-monopoly stage, with dominance of free competi- 
tion as its distinctive feature. Under such conditions capi- 
talist property existed primarily in the form of individual 
independent capitalistst ownership in the means of production. 
Capitalist social production was regulated by freely acting, 
spontaneous market mechanism. Under prevalence of free 
competition capitalist exploitation was, as Marx shows in 
Capital, governed by the law of average profit, according 
to which every capitalist got surplus-value, created by 
workers! Jabour, in the form of profit, in proportion to 
the amount of capital he advanced. Consequently, under the 
dominance of free competition the entire working class is 
exploited by the entire class of capitalists and the for 
mer'ts interests are at variance with those of the entire 
class of the bourgeoisie, the fact determining the forma of 
Class struggle in this situation. 


Monopoly Capitalism At the turn of this century, the 


development of capitalism, based 
on the rule of free competition, having attaimed a certain 


level of concentration and centralisation of capital and 
production, aggravation of contradictions and class struggle, 
resulted in its growing into the monopoly stage, imperialism. 

Lenin in his Imperialism, the Highest Stage of Capita- 
iism and other works examined, from the scientific point of 
view, the monopoly stage of capitalism. Lenin's teaching on 
imperialism is a logical and direct continuation and a 
further elaboration of Marx's doctrine. 

Lenin's analysis proved that imperialism preserves its 
basic features, contradictions and laws intrinsic in the 
capitalist mode of production in general, and is marked 
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by a set of distinctions, making it different from pre- 
monopoly capitalism and determining imperialism as a speci- 
fic stage of capitalism. 

In its economic essence imperialism, according to Le- 
nin, is monopoly capitalism, under which monopoly dominance 
is replaced by that of free competition in all spheres of 
the capitalist economy. Instead of individual capitalist own- 
ership, characteristic of pre-monopoly capitalism, under 
imperialism large-scale private monopoly ownership in the 
means of production reigns supreme and the working class is 
exploited mainly by capitalist monopolies, i.e. by the mono- 
poly bourgeoisie. At the same time, non-monopolised capita- 
list enterprises and those of petty proprietors find then- 
selves under control of monopolies which often turn them 
into their production appendages. 

The establishment of monopoly dominance in major capi-~ 
talist countries, and, afterwards, throughout the capitalist 
world, extremely exacerbated capitalist contradictions and 
brought to life new contradictions, speeding up the process 
of maturing of conditions for this system's downfall. Analy- 
Sing imperialism as monopoly, decaying and parasitic, as 
moribund capitalism, Lenin proved that it is the highest and 


the last stage of capitalism, the eve of the socialist re- 
volution. 


The Period of the The viability of Marxist-Leninist 
General Crisis of j 
Capitalism theory was corroborated by history 


itself. The Great October Socialist 

Revolution initiated the process of 
remaking society along socialist lines, of capitalism's 
downfall. As a result of the victorious revolution, the new, 
socialist system emerged and capitalism ceased to be the 
worldwide system of exploitation and oppression. Consequent- 
ly, the world split into two opposite systems ~ sécialist and 
Capitalist - signifying the advent of the new historical 
period in capitalist society's development, the period of 
the general crisis of capitalism. 

Embracing the entire bourgeois society, the general cri- 

sis of capitalism manifests itself and develops in various 
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forms: the gradual falling-away of countries from capitalist 
system and strengthening of the socialist system's economic 
and political positions; the disintegration of imperialism's 
colonial system and mounting struggle waged by the peoples 
against meocolonialism; greater instability and decay of the 
capitalist economy; intensifying struggle of the working 
Class and working masses against the system of capitalist 
exploitation, 

At the same tims, the period of the general crisis of 
capitalism witnesses, particularly in developed capitalist 
countries, the growing of monopoly capitalism into state- 
monopoly capitalism, under which the power of monopolies 
merges with that of the state for the sake of saving capita2- 
ism, enriching monopolies, suppressing the working-class and 
national liberation movements. Under modern capitalism the 
bourgeois state comes to play an active part in the economy, 
taking measures to regulate economic life. However, state- 
monopoly capitalism is unable to rid the capitalist mode of 
production of its internal contradictions, of which indica- 
tive are mass unemployment, enormous and continuously clin- 
bing inflation, crisis upheavals. Far from eliminating capi- 
talist contradictions, state-monopoly capitalism further 
aggravates them, thereby accelerating the formation of the 
prerequisites for transition to socialism. 


3. Modern Capitalism and Tasks of Examining It 


Uneven Development The development of capitalism and its 
of Capitalism growing from one stage into another 
proceeds as an objective process, 
conditioned by the operation of laws, characteristic of the 
given mode of production. Nevertheless, this process should 
not be viewed as simultaneously developing and involving 
to an equal degree all countries and all economic spheres in 
@ given country. Om the contrary, capitalism moves forward 
unevenly which is its objective law, arising from the priva- 
te capitalist ownership in the means of production, under 
which the development of production, becoming socialised in 
the context of capitalism, cannot be harmonious and propor 
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tionate. Capitalism is the system where anarchy of production 
and bitter rivalry reign supreme, unavoidable engendering 
uneven development of individual enterprises, economic 
branches and countries. In the imperialist epoch, thanks to 
monopoly rule capitalism develops more unevenly and acquires 
new features. Moreover, unevenness characterises not only 
economic but also political progress, i.e. the class struggle 
and revolutionary movement, Uneven ripening of prerequisites 
for the socialist revolution in various countries arises from 
uneven economic and political development of individual coun- 
tries under imperialian, 


Heterogeneous Struture Heterogeneity of capitalist 
oF reece captreries society's socio-economic 


structure is conditioned, amon, 

other things, by uneven capitalist development, which is 
characteristic of both the system of the world capitalist 
economy in general and its individual countries. 

Heterogeneity of the socio-economic structure of capi- 
talist society and, consequently, contradictions it gives 
rise to has become particularly pronounced under imperialisn. 
First of all, it applies to individual capitalist countries, 
where the establishment of monopoly rule has brought about 
the formation of monopolistic sector in the economy. There 
exist also non-monopoly and small commodity sectors whose 
levelopment is subordinated to the interests of monopolies. 
Such structure is responsible for the fact that the monopo- 
listic bourgeoisie's interests run contrary to the interests 
of not only the working class but also all other classes and 
sections of population in these countries. 

Capitalism's entering the monopoly stage brought forward 
@ group of imperialist powers which subjected other countries 
to their rule, turning the latter into their colonies, semi- 
colonies and dependencies, whose peoples found themselves 
under the yoke of ruthless imperialist exploitation. Thereby, 
capitalism overgrew, according to Lenin, into a worldwide 
system of colonial oppression and financial strangulation of 


gigantic majority of world population by a handful of "advan- 
ced" countries. 
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The imperialist system of exploitation accelerated eco- 
nomic progress in some countries and hampered it in others, 
thus stinmlating the enrichment and flourishing of a group 
of imperialist powers, or industrialised countries, where 
the most mature system of capitalist production relations 
took shape. Dominating in the world capitalist economy, this 
group continues to employ, even today, the neocolonialist 
methods for exploiting people in dependent countries. 

Alongside the industrialised capitalist countries, where 
the system of state-monopoly capitalism has already taken 
deep roots, the world capitalist system involves also a group 
of countries with medium level of capitalist development. The 
stage of capitalist development these countries have attained 
is characterised by the dominance of the capitalist mode of 
production. At the same time, economically these countries 
lag behind the highly developed ones, econamically depend 
upon imperialist powers, and retain quite a number of elements 
of pre-capitalist relations in their economies. 

There exists also a large group of countries in the 
world capitalist economy, where capitalism is still poorly 
developed. These are mainly the countries that have liberated 
themselves as a result of the disintegration of the imperia- 
list colonial system and won political independence. Capi- 
talism in these countries has not yet formed as a dominant 
mode of production. On the whole, these countries are marked 
by important elements of subsistence and petty economy exist- 
ing alongside capitalist forms of production. In many of 
them survivals of feudalism are still present in agriculture. 
Foreign monopoly capital keeps a strong hold on their eco- 
nomies. Remaining in a subordinate position within the 
world capitalist economy, these countries are an object of 
imperialist exploitation, alien to the interests of their 
independent and progressive development. 

Heterogeneous socio-economic structure of modern capi- 
talist society engenders an intricate system of contradic- 
tions, whose growth and aggravation constitutes the process 


of gradual maturing of prerequisites for an inevitable down- 
fall of this system. 
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Tasks of Analysing Nowadays, Marxist-Leninist politi- 
Modern Capitalism cal economy in examining the capi-~ 
talist mode of production holds as 

most important the study of its current stage. 

Modern capitalism is a monopoly capitalism of the 
period of capitalism's general crisis. To study it means 
to bring to light the nature and development laws of its 
systenof economic relations. However, as we have already 
mentioned, specific features and distinctions, characteris- 
tic of capitalism's individual stages, are forms of manifes- 
tation and evolution of cardinal traits and regularities of 
the capitalist mode of production it retains throughout the 
entire history of its existence. Therefore, the analysis of 
modern capitalism presupposes laying bare both general foun- 
dations, cardinal traits and regularities of this mode of 
production and specific forms of their manifestation and 
development at its present stage. 

At the same time, taking account of heterogeneity of 
modern capitaliam, its analysis ought to reveal the specifics 
of capitalist development and manifestation of its general 
regularities in each of the existing groups of cowmtries in 
the world system of capitalism. Of course, apart from common 
features, characteristic of a given group of countries, capi- 
talismts evolution in each particular country has specific 
feetures peculiar to only this country. 

Finally, the analysis of modern capitalism presupposes 
an all-round consideration and demonstration of the mounting 
influence upon the development of its major processes exerted 
by the socialist systen. 


Chapter 3 
COMMODITY PRODUCTION 


1. Basic Features of Commodity production 


Marx begins his analysis of the capitalist mode of pro- 
duction with commodity production, an examination of which 
makes it possible to get to know conditions, causes and 
laws of capitalism's rise. 

Capitalism, in contrast to the pre-capitalist formations 
with prevailing subsistence economy, is characterised by com- 
modity production. It assumes a universal character under 
capitalism; not only products are manufactured as commodi- 
ties, but labour~power itself becomes a commodity, an object 
of sale and purchase. Consequently, under capitalism produc- 
tion relations between the working class and the class of 
capitalists also assume the form of canmodity relations thus 
concealing their exploiting nature. To perceive the essence 
of the capitalist mode of production, which historically de- 
velops fram primitive commodity production, it is necessary, 
first of all, to consider the nature of cammodity relations - 
the starting-point of capitalism and its general feature, 


Conditions Underlying The most general and essential 
si Seer ay od ty feature of canmodity production 


is that it mamufactures products 
for market exchange, whereas 
under subsistence economy products are consumed within each 


household. Lenin wrote: " y commodity production is meant an 
organisation of social econany in which goods are produced by 
separate, isolated producers, each specialising in the making 


of some one product, so that to satisfy the needs of society 
it is necessa to buy and sell products (which, therefore, 
become commodities) in the market", 


1) VeI.eLenin, Collected Works, Vol. 1, p. 93. 
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Social division of labour brings about the emergence of 
commodity production: individual producers specialise in 
producing a concrete product meant not for their own, but 
for other people's consumption. Every producer should have 
a host of products mamfactured by others to satisfy his 
personal needs, organise and keep his production running. 
That is how the system of producers! interdependence forms 
to embrace both the sphere of production and that of consump- 
tion. 

Social division of labour does not by itself bring to 
life commodity production and market exchange relations. 
Products of labour of one producer may be transferred to other 
persons without commodity exchange, without sale and pur 
chase, as was the case within primitive commune, where all 
members received equal portion of labour products. private 
ownership in the means of production is*the direct cause 
for commodity production to rise and develop. Private owner- 
ship in the means of production makes separate producers 
keep their production rumning at their own risk, individually 
and in isolation, 

This explains why social link between separate producers 
cannot be established directly in the production process; it 
forms only in the market through the exchange of products of 
labour, through the commodity exchange, 


Simple Commodity Historical progress of society resulted 
Production in appearance of social division of 
labour and private ownership in the 
means of production. 

The first form of commodity production was handicrafts- 
men and peasants' small-scale production, i.e. simple commodit 
production, distinguished by social division of labour and 
producer's petty private ownership of the means of production 
and the product of his labour. Such production is based upon 
personal labour of the producer himself. Relations of exploi- 
tation do not exist here and everybody appropriates the 
fruits of his own labour. 





Simple commodity production as an economic structure 
existed under slavery and feudalism, and remains wnder ca- 
pitalism and at first stages of socialism. However, it did 
not, neither could it become a dominant mode of production. 


Simple and Capitalist Under certain, historically 

Commodity Production formed, conditions in the period 

of feudalism's decline simple 

commodity production spontaneously overgrew into capitalist 
production to became the dominant mode of production. This 
overgrowing is possible due to the fact that simple commodity 
and capitalist production are basically of one and the same 
type, i.e. both are based on the private ownership in the 
means of production. Common for both is also that econamic 
ties between people are maintained through the commodity 
exchange on an equivalent principle, that production is 
spontaneous and engulfed by competitive struggle, Never- 
theless, the overgrowing of simple conmodity economy into 
capitalist economy changes dramatically production relations. 
Whereas the former is based on personal labour of an indi- 
vidual who owns the means of production, the latterts founda- 
tion is the exploitation of otherts labour, that of the wage- 
worker, 

Small commodity producers are both labourers and private 
owners, their dual nature predetermining instability of their 
social aspirations, their vacillations between the proleta- 
riat and the bourgeoisie. Petty entrepreneurs! interests 
as labourers, being, moreover, the object of capitalist ex- 
ploitation, coincide with those of the working class. This 
is an objective platform for their joint struggle at various 
stages of the revolutionary movement. 


Commodity as Porm of In commodity production based on 
Peace cree private ownership in the means of 


production, the relations of pro- 
duction are not those between people but between products of 
their labour, as relations between things. Things, products 
of labour, come to be the bearers of production relations 
between people. This form of production relations manifesting 
themselves is also characteristic of capitalist society 
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since it retains commodity from of production. Moreover, 
precisely under capitalism commodity form of production re- 
lations is most developed, veiling its exploiter character, 

The scientific method of knowledge, relying on the 
truth that in nature and society development proceeds from 
the simple to the complex, fram the lower to the higher, 
makes it imperative to start the analysis of the capitalist 
mode of production with the simplest relation. The exchange 
of commodities, Lenin pointed out, appears as the "simplest , 
most ordinary, and fundamental, most common and everyday 
relation of bourgeois (commodity) society..." ’. Therefore, 
the analysis of commodity, as well as capitalist, production 
should begin with the study of this simplest relation ~ the 
commodity exchange, 

Commodity is the bearer of commodity exchange relationa. 
Hence, the simplest and at the same time historically initial 
type of production relations under capitalism are those en- 
bodied in a commodity, in the commodity form of human labours 
product. Marx writes that "in bourgeois society the commodity- 
form of the product of labour ...is the economic cell-form"’, 
that commodity is an elementary form of capitalist wealth 
and that for this reason the analysis of capitalism begins 
with that of the commodity. 

The examination of commodity as an "economic cell-form* 
of bourgeois society enabled Marx to single out more profound 
capitalist contradictions in embryonic form, trace their 
development and transformation into a system of antagonistic 
contradictions, characteristic of developed capitalian. 


2. Commodity and Its Characteristics 
Use Value of A commodity is, above all, a thing to 
Commodity 
satisfy some human requirements. This ca- 
pacity of a commodity gives it its 
use value. 


1) VeIeLenin, Collected Works, Vol. 38, p. 360. 
2) Karl Marx, Capital, vol. I, pe. 19. 
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Usefulness of a given thing or its use value is deter 
mined by its physical and chemical properties and realised 
in the process of personal or industrial consumption. As 
science and production march forward people discover and make 
use of new properties of things. Use values make up material 
content of social wealth, whatever the social form of pro- 
duction. AS usefulness of a thing, use value does not express 
production relation. Judging by the taste of wheat, Marx 
writes, one cannot say who produced it: a Roman slave, a 
Russian serf, a French petty peasant or an English capitazist 
farmer. Consequently, defining use value of a commodity, one 
should not confine oneself to only mentioning its usefulness 
as a thing, i.e. its capacity to satisfy concrete needs. 

Two factors distinguish use value of a conmodity: first, 
the usefulness of a commodity as of a thing and thing itself, 
naturally, passes over from producer to other people, whose 
requirements they satisfy. Hence use value of a commodity is, 
due to its nature, social use value. Second, this passing 
over of use value from one person to another is materialised 
in the form of sale. Under these conditions products of 
labour turn into commodities. 


Exchange Value and In the market during the process of 
Value of Commodity sale a commodity displays its capa- 

city to be exchanged for other 
commodities in certain proportions which gives it exchange 
value. It appears, first of all, in the form of quantitative 
ratio, in which use values of one type are exchanged for 
those of another type, Thus, for example, exchanging 31 kilo- 
gramme of coffee for 4 kilogrammes of sugar, we may assert, 
that exchange value of 1 kilogramme of coffee is represented 
by 4 kilogrammes of sugar. 

Exchange value cannot be separated from a thing itself, 
from use value. The latter is a material bearer of exchange 
Value and in this capacity operates as a historical category 
and is studied by political economy. Use and exchange values 
are the two aspects of commodity. Material aspect of a commo- 
dity is characterised by use value, its social aspect - by 
exchange value. 
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Since commodities are exchanged and, consequently, 
equated, we may presume, as Marx notes, that they have 
something in common, making them commensurable. Chemical, 
physical and other similar properties of commodities, de- 
termining their usefulness, their use values, cannot serve 
the ‘basis for commensuration. As use values, cummodities 
are qualitatively heterogeneous and quantitatively non- 
comparable. But if use values are not taken into account, 
the only characteristic commodities do retain is that they 
all are products of labour. Then we disengage ourselves from 
various kinds of concrete labour which produces commodities. 
In such case, this labour is a simple expenditure of labour- 
power in general, i.e. abstract labour. as products of this 
labour commodities are values. Exchange value is nothing 
more than a form of manifestation of commodity's value. 

Thus, a commodity has two characteristics: use value 
to satisfy human needs and value, i.e. abstract labour crys- 
tallised in it. Use value expresses distinctions between com- 
modities, whereas value - their wity. Use value expresses 
man's relation to a thing and is realised in the process of 
consumption, and value expresses relationships between com- 
modity producers and is materialised through exchange. 

Use value and value constitute unity in a commodity. 
Any given commodity may be exchanged for another in the pro- 
cess of sale, i.e. serve as an exchange value, thanks to the 
fact that it possesses certain use value. At the same time, 
manufactured commodity may act as use value (for others) 


only passing through the stage of exchange, where it displays 
its value, 


Twofold Character of Commodities are products of labour, 
Een dn therefore their twofold character 
is conditioned by the twofold 
nature of labour itself, embodied in them. 

Labour is man's purposeful activity to create a certain 
article, to achieve a certain useful result. That is why any 
labour has always a definite purpose, definite objects, and 
means of labour, type of operations, and, finally, a definite 
result, These qualities serve to distinguish turmer's labour 
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from that of a miner, steel-maker, baker, and so forth. 
Labour expenditure in a certain purposeful form is concrete 
labour. Beyond a certain concrete form labour does not exist, 
it always has this form and creates numerous use values re- 
quired by society. 

Concrete labour as a creator of useful things is a univer- 
sal historical category and does not depend upon social form 
of production. Different kinds of concrete labour are not 
directly commensurable with each other like are various use 
values, produced by these types of labour. No matter how 
these kinds of concrete labour differ from each other, they 
all have something in common: they are an expenditure of 
human labour-power, i.e. expenditure of man's energy, his 
brain, muscles, nerves, etc. Marx calls an expenditure of 
human labour in general abstract labour, which forms value 
of commodity. as crystallised abstract labour, i.e. as values, 
commodities are qualitatively homogeneous and therefore 
quantitatively commensurable. 

Abstract labour is a historical category, peculiar to 
commodity production alone. True, prior to emergence of com- 
modity production, man's energy was expended in the process 
of work in physiological sense, However, before the appearan~ 
ce of isolated private proprietors in the system of social 
division of labour, producers did not have to commensurate 
expenditures of their labour; manufactured products were 
distributed among members of a collective, without acquiring 
commodity form. 

Under commodity production, however, when individual 
producers are opposed to each other in the system of social 
division of labour, the exchange of products of their labour 
through sale has become a vital necessity. Under such con- 
ditions, expenditure of labour acquires,in physiological 
sence, certain specific social significance: it comes to be 
the basis for commensurating different commodities, for ex- 
change of labour between producers, taking place in the form 
of the commodity exchange, 

In the system of social division of labour, every pro- 
@ucer's labour is wholly connected with that of other pro- 
ducers and is a necessary component of entire labour expended 
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by society for meeting its requirements. AS 4a component part 
of labour of the whole society, labour of every producer is 
of social character, i.e. it is social labour. However, 
under commodity production, based on private ownership, pro- 
ducerst labour appears directly as private labour. Its co-~ 
cial character is concealed and shows itself only in the 
market during the exchange of commodities: having sold the 
products of his labour in the market, producer realises 

that society needs it, i.e. his labour has social character. 
Consequently, social character of private producerst labour 
is manifest through reducing various types of concrete 
labour to abstract labour, which is a specific, historically 
conditioned, form of the manifestation of labourts social 
Character in the context of commodity production. 

Thus, whereas social division of labour imparts social 
character to labour, private ownership in the means of pro~ 
duction stipulates its directly private nature. These two 
qualities of labour are in profound contradiction, which 
is the main contradiction of commodity production based on 
private ownership in the means of production. Whereas social 
character of labour demands coordination of individual pro- 
ducers! activity, its private character rules out such coor- 
dination in developing separate economies. Simultaneous 
operation of these two factors leads to proportions, without 
which social production's progress is impossible, being achie- 
ved but fleetingly, with constantly arising disproportions. 


Magnitude of Value Labour is the sole creator of value, 
So far as labour producing con=- 
modities is substance of value, the 

magnitude of value of commodity is determined by an amount 

of labour necessary for its production. Working time is the 
measure of labour and, consequently, of commodity value, 

To manufacture a given commodity, individual producers 
expend varying periods of labour-time depending on working 
conditions. It is evident that the magnitude of value of a 
commodity cannot be determined by individual labour-time, 
different with every producer; it rather depends on time 
socially necessary, derived from different individual ex- 
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penditures of labour, Reducing individual labour input to 
socially-necessary expenditure takes place in the market. 

As a result, from the standpoint of society, every producer 
acts as socially average labour-power, i.e. spends labour 
time necessary on an average or socially necessary labour- 
time to create a given commodity. 

"The labour-time socially necessary", writes Marx, "is 
that required to produce an article under the normal condi- 
tions of production, and with the average degree of skill 
end intensity prevalent at the time.”!) 

Average socially normal conditions of production are 
those under which the bulk of commodities of a given kind 
is made in a given industry. Labour input at these enter- 
prises determines the magnitude of value of a given commo- 
dity. 

The producers, whose labour input is lower than the so- 
cial, gain in selling commodities, while those, whose in- 
dividual labour expenditure exceeds social, lose, i.e. some 
become rich, others are ruined. Consequently, the contra- 
diction between individual and social expenditure of labour 
leads to the differentiation of the producers, to their 
stratification. 

Various kinds of labour differ in their complexity. 
Simple labour does not require a worker's special training, 
whereas complex labour does, thus entailing additional ex- 
penditure. Complex labour creates greater value in time unit 
than simple labour. In value of conmodities complex labour 
acts as simple labour multiplied in such a way that lesser 
quantity of the former equals greater quantity of the latter. 
Reducing complex tosimple labour proceeds spontaneously, 
through the mechanism of the market exchange. 

In the process of labour, worker's manual and mental 
functions combine to a definite degree. As the productive 
forces develop and the role of living labour in production 
process changes, mental abilities of a labourer come to 
play a greater part. This testifies to growing complexity 


1) Karl Marx, Capital, Vol. I, peo 47. 
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of labour and is, at the same time, an important factor for 
raising social labour productivity. 

With the development of production and higher produc- 
tivity of social labour, the magnitude of value of a com- 
modity also changes. It is directly proportional to quan- 
tity and inversely proportional to the productive force of 
labour. Labour productivity is its efficiency, measured by 
quantity oj “of _ articles produced per unit of labour t time. 

It depends on the average degree of a worker's skilds, the 
level of his vocational and general training, level of the 
scientific progress and degree of its technological ap- 
plication, social combination of production process, size 
and efficiency of the means of production, and natural con- 
ditions. The rise in labour productivity results in grow- 
ing number of use values, praduced in a time unit. This does 
not affect the total magnitude of created value, though 

the e magnitudeof value of every commodity's unit decreases 
if " productivity | BLOWS. —— 





3 Form of Value. Its Development 


Being social characteristic of a thing, value may mani- 
fest itself solely through exchange value, i.e. in a defi- 
nite quantitative relation of one commodity to another. 

Under developed commodity production, all commodities are 
equated to money, have monetary form of value, i.e. they 
have a definite price. Before monetary form of value appeared. 
exchange value travelled a lengthy period of its develop-~ 
ment, reflecting the evolution of commodity production and 
exchange. 


Elementary Form The simplest value relation is the re- 
of Value lationship of commodity of one kind 
to commodity of another kind, giving 
rise to an elementary form of value, which can be expressed 
with the formula: X of commodity A = y of commodity B. 
This form of value conforms to the earliest stage of 
the commodity exchange, when it was incidental in character. 
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However, the elementary form of value, according to Marx, 
contains the mistery of any form of value. 

In the equation X of commodity A = Y of commodity B 
or 20 arshins of cloth = 1 frock-coat, the commodities to 
be exchanged play diametrical parts: the first commodity (A), 
whose role is active, expresses its value, the second (B), 
whose role is passive, is the material for expressing the 
value of the first commodity, Commodity A expresses its 
value in reiation to commodity B and therefore is ina 
relative form of value, whereas the latter, serving the 
material for expressing value of commodity a, is in an 
equivalent form of value. Both forms constitute interde- 
pendent and simultaneously mutually exclusive poles of 
value relation. 

Commodities are exchanged in definite quantitative 
proportions, Quantitative expression of value of a given 
commodity depends both on the value of this particular con- 
modity and on the value of the commodity, which is its 
equivalent. Therefore, relative value of commodity may 
change with latterts value remaining invariable, if dif- 
ferent has become value of a commodity-equivalent. 

Relative form of value, as we have pointed out, is only 
one pole of value expression, while equivalent form is its 
another pole. As to our example, cloth expresses, in fact, 
its value existence in that a frock-coat may be directly 
exchanged for it. That is why, the equivalent form of a 
commodity is the form of its direct exchangeability for 
another commodity. But this role of commodity-equivalent 
(frock-coat) is played by its use value. Hence the first 
peculiarity of the equivalent form of value consists in 
that use value of a commodity-equivalent (frock-coat) becomes 
the form of manifesting its anti-thesis - vameof cloth. 
The exchange makes clear that concrete labour, embodied in 
the commodity-equivalent (frock-coat) becomes a means of 
expressing its antithesis- abstract labour, embodied in 


cloth. This is the second peculiarity of the equivalent form, 
Finally, the third peculiarity of the equivalent form is that 


private labour of the producer who created commodity— 
equivalent (frock-coat), becomes a form of expression of so- 
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cial labour embodied in cloth. Thereby a frock-coat as an 
equivalent in this elementary form of value acquires a 
cetain social function which it can perform because itself 
has value. Contradictions latent ina commodity act in 


value relationship as an outward contradiction between two 
commodities. 


Total or Expanded The development of production and 

Form of Value exchange resulted, at the time, in 

the first major social division of 

labour - separation of stock~breeding from crop-growing. In 
this situation, surplus of some products began to form in 
individual communes. The exchange gradually becomes regular. 
separate commodity, say commodity A, is systematically ex- 
changed for commodities B, C, or D, etc. Each of these con- 
modities mirrors the value of commodity A and each is op- 
posed to it not as an accidental equivalent, but as particu- 
iar, i.e. as one out of the multitude of existing equi- 
valents. The value of commodity A is thus expressed in in- 
finite number of commodities; 


certain quantity of commodity B 


a tt "1 M] C 

X of commodity A = n n " D 
ra n n " E 
= etc. 


This form of value is called total or expanded and 
reflects more or lesssttable market relations among producers. 
However, the value of commodity does not find in it a com- 
plete form of expression. 


General Form of The development of exchange and its 
yore contradictions brought forward such 
commodity from among other com- 
modities that came to play the role of the universal equiva- 


lent and acquired the capacity to be directly exchanged for 
all other commodities. 
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Given quantity of commodity B = 


" n 1" Ce 
‘s = D = X of commodity A 
etc. = 


This is a general form of value under which one commo- 
dity (universal equivalent) serves to the value of all com- 
modities. The universal equivalent appeared after the second 
major social division of labour (separation of crafts from 
crop-growing), when commodity production as such came to 
being and the exchange of commodities became vitally neces- 
garye Those commodities which were more often exchanged for 
other commodities used to become universal equivalents. 
Different peoples used different commodities (cattle, pelts, 
arrows, etc.) as the universal equivalent, depending upon 
conditions of their life and nature of their activity. 


Money-Form of Further progress of commodity production 

Value and exchange made market links between 

producers exceed the framework of local 

merkets, Under those conditions, the multitude of equivalents 
made exchange difficult; therefore the role of universal 
equivalent was finally ascribed to gold. Once the social 
function of universal equivalent mends with gold, the 
transition from the general to the money-form of value takes 
place, 


Given quantity of commodity A 


- = : B = given quantity 
rn - . C = of gold 
etc. 


By its very nature gold is better than other commodities 
adapted to fulfil the role of a universal equivalent, or 
money, that is why it was chosen. Much labour input is needed 
to get gold, therefore small quantity of it is needed to 
express the value of commodities. Besides, gold can be well 
preserved, is homogeneous in its composition, and is easily 
divisible into smaller portions, etc. 

The transition to money-form of value crowns the se- 
paration of use value from value. Now only gold is the medium 
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for expressing value of other commodities. The world of 
commodities becomes divided: on the one side, there are all 
commodities acting as use values, on the other, gold, money. 


4. Criticism of Bourgeois Theories of 


Value 


The labour theory of value is the starting-point and 
general foundation for Marx's political economy of capi-~- 
talism, laying bare the exploiting essence and historically 
transitory nature of capitalism. This explains numerous and 
persistent efforts of bourgeois ideologists, both in the 
past and today, to refute Marx's labour theory of value with 
the help of their own theories of value. 


Theory of Value in Classical The theory of value of 
Bourgeois Political Economy étAesical+ school of bous 
geois political economy 
(William Petty, Adam Smith, David Ricardo) should be dis- 
tinguished from the host of bourgeois theories of value 
characterised by their scientific unsoundness and apologetic 
Character. The greatest service of this school was the elabo- 
ration of the labour theory of value, best developed by 
Ricardo, According to this theory, the value of commodities 
is determined by quantity of labour expended in their pro- 
duction. Ricardo pointed out the essential connection between 
the rise in labour productivity and magnitude of value of 
commodities. He observed that a change in commodity value 
entails the change in prices. Ricardo consistently followed 
the principle of labour value in analysing economic cate- 
gories of capitalism and in this, according to Marx, consists 
his enormous service to science. 

However, despite truly significant role of this theory 
in furthering the economic science, it was fraught with a 
number of serious shortcomings. 

First of all, the representatives of this school held 
that commodity form of products of labour was an eternal 
one, and, consequently, eternal was the category of value. 
Marx showed complete groundlessness of this approach and 
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the conclusions derived therefrom for assessing capitaliam. 
Ricardo examined value only quantitatively, taking interest 
in the magnitude of value alone and ignoring its qualitative 
analysis, and, consequently, labour producing it. Marx's 
teaching on the twofold nature of labour embodied in a com 
modity overcame this cardinal shortcoming in Ricardo'ts 
theory of value, exposing profound internal contradictions 
of cammodity producers' labour - its private and social cha- 
racter. 

The representatives of this school, remaining in the 
grip of bourgeois world outlook, were wnable to penetrate into 
the specifics and concrete forms in which the law of value 
operates under capitalism. For that reason, their theory of 
labour value could not serve as the initial point and basis 
for a sound scientific system revealing the nature and deve- 
lopment laws of capitalian. 


Theory of Supply During the pre-Marxian period of poli- 
and Demand tical economy's development bourgeois 
economists formulated the so-called 
lew of supply and demand which, in one form or another, is 
employed by their modern counterparts. according to this 
"law", commodity price is directly proportional to the demand 
for a given commodity and inversely proportional to its quan- 
tity. The advocates of this theory did not see the difference 
between price and value. Identifying them, they, in fact, 
denied any internal content of value, bringing it down solely 
to exchange ratio, conditioned exclusively by supply and de- 
mand. Meanwhile, it is clear that correlation between supply 
and demand stipulates only price fluctuations in the market, 
and fails to answer the primary question of what determines 
prices when supply and demand are equal to one another. Be- 
Sides, practice shows that, if prices hinge on supply and 
demand, the latter, in its turn, depends on price level; 


Theory of "Production Widely popular is in bourgeois 
Costs" political economy the theory of 
"production costs" (John Stuart 

Mill), according to which the value of commodities depends 
upon how much money the capitalist put in their production. 
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Scientific unsoundness of this theory is obvious: the money 
spent by the capitalist (determining walue of commodities) 
makesup a definite sum of outlay, whose size depends on the 
price level of elements of production costs. Hence the vi- 
cious circle - prices (value) of commodities hinge on prices 
of production costs elements. Another representative of this 
theory, John Macculloch contended that value is created not 
only by human labour, but also by "labour" of draught-animals, 
machines and so forth. 

The theory of "three factors of production" directly 
borders on the above theory. The "three factors" theory, 
founded by Jean Baptiste Say, is of expressly anti-scientific, 
apologetic character. Its essence consists in contention that 
the three factors—labour, capital, and the earth —- are equal 
partners in producing value. Its scientific flimsiness is in 
that it mixes up use value and value of commodities, sub- 
stituting relations of production factors for social rela- 
tions between classes. Not only labour, but also nature and 
machines produce use value. However, value is created by la- 
bour, and only under commodity production, while the earth 
and machines have nothing to do with it. 


"Marginal Utility" The upholders of this theory (Wieser, 
Theory wenger, Bohm-Bawerk) which dates back 
to the 1870s, assert, as a matter of 
fact, that exchange value of material wealth is conditioned 
by its use value, Differentiating utility and "worth" of 
things, these economists contend that valuable are only things 
that are scarce. In their opinion, both utility and "worth" 
are not objective properties of material wealth, but depend 
on the relation of the subject to things. People appraise 
things, in one way or another, depending on what use it may be 
to them. The magnitude of "worth" (value), according to this 
theory, is contingent on that of utility of a thing, i.e. not 
magnitude of utility in general, but marginal utility of a 
thing. Marginal utility, conditioning the magnitude of "worth", 
is the utility of that material benefit with the help of which 
the least pressing want of a given man is met, 


This theory is wsound since it is based on utter nega- 
tion of the role of labour in producing value. Its advo- 
cates methodologically proceed from consumption, and not from 
production, though, in actual fact, consumption structure 
depends on production structure. Instead of analysing objec- 
tive processes, independent of people's will and conscious- 
ness, its representatives study people's subjective psycho- 
logical judgements, ignoring the fact, that changes in quanti- 
ty and assortment of commodities @° brought about by changes 
in production and that these accordingly affect people's sub- 
jective psychological judgements, Pinally, its upholders 
study subjective appraisals by a man outside society, viewing 
him not as a producer but solely as a conswmer. fhereby, 
they rule out the possibility to apprehend value as the spe- 
cific production relation between people. In "marginal utili- 
ty" theory value is an eternal category, contingent on mants 
relation to things, not on relations between people as re- 
gards things. 


Eclectical Approach to Today, most popular are the 

the Problem of Value bourgeois theories of value, 

resulting from the attempts to 

combine the vulgar theories of "supply and demand", "produc- 
tion costs®* and "marginal utility". at the end of the 19th and 
beginning of the 20th century, A. Marshall, British economist, 
practised such an approach to the problem of value. These days 
this trend is represented by the US economist Paul Samuelson. 
the initial provision of the eclectic theory of value is the 
concept that commodity prices directly depend on supply and 
demand for them. The explanation of supply and demand is based 
on the theories of "production costs" and "marginal utility". 
Supply, according to the eclectic theory, is conditioned by 
the production costs, whereas demand, by the marginal utility 
of commodities. production costs themselves are taken up as 
expenditure of not only labour, but also capital, the degree 
of risk, capitalists’ sacrifices, etc. In actual fact, this 
theory indentifies the value of commodities with their market 
prices, and combines various elements completely ignoring the 
Social nature of value and labour as its substance. 
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The effort to unite the most spread bourgeois theories 
of value into a single conception for explaining prices does 
not hold water, since they, taken separately or in combina- 
tions, remain anti-scientific and are disproved by practice. 


5 Essence and Functions of Money 


Essence of Money is a commodity in the capacity of the 

Money universal equivalent. as has been already 

noted, gold has come to fulfill the function 

of the universal equivalent as a result of commodity exchange 
development. Value acquires an adequate form of its existence 
in gold, since it is the universal equivalent. Commodities 
and labour they embody, being exchanged for money, become 
directly and socially recognised. 

With the appearance of money the exchange falls apart 
into two opposite acts - sale and purchase, and involves an 
agent - the merchant. Thus, merchant's and usurious capital 
arise to be of a major role in the development of capitalism. 
Money resources, concentrated in the hands of individuals, 
have become the universal instrument of capitalist exploita- 
tion with the transition to the bourgeois system. 

The essence of money as the universal equivalent is mani- 
fest in the functions it fulfils. 


Measure of The first and main fumction of money is that 
Value it serves as the measure of value of com 
modities. The value of commodities as en- 
bodied human labour acquires the homogeneous form of its ma- 
nifestation in money (gold). Just as the value of a commodity 
always has a certain quantitative expression, its expression 
is always represented by a certain amount of gold. Therefore, 
money expresses and measures the value of commodities. The 
value of a commodity expressed in money is its price, and, 
correspondingly, the magnitude of value is expressed in cer 
tain magnitude of prices. Thus, the spontaneous accounting of 
labour is carried on under commodity production, based on the 
private ownership in the means of production. 
Money may be a measure of value since it itself, being 
a commodity, has value, whose magnitude is determined like 
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value of any other commodity. However, it is quite natural 
that money as a universal equivalent does not have price 
itself. Its relative value may be imagined in that endless 
number of commodities which can be exchanged for a given 
amount of gold. 

The specific function of money as the measure of value 
is that in it money acts as ideal, as imagined money. True, 
to express the value of a commodity in terms of money, i.e., 
to set its price, it is not necessary to have ready money. 

Price as a form of expressing value gives rise to the 
possibility of ita divergence from value, which is a result 
of constantly changing correlation between the demand and 
supply of commodities. Provided demand and supply are the 
same, the price equals the value. However, even under these 
conditions, the price of commodities may vary depending on 
changes both in the value of cammodities and inthat of money 
(gold), the means of expressing the value of commodities. 

To compare differring prices the necessity arose to es- 
tablish a certain standard of price, i.e. in measuring gold 
itself. The standard price is a weight umit of gold, taken 
as a monetary unit. 

With fixing the standard of price, the expression of va- 
lue of commodities by means of certain amount of gold is re- 
placed by corresponding quantity of monetary units. The stan- 
dard of price is introduced by legislation and, consequently, 
may be changed. It originated on the basis of a standard of 
weight and coincided with the latter. In England, for example, 
the weight of a pound sterling taken as a monetary unit cor 
responded to the weight of one pound of silver. Subsequently, 
the standard of price broke away from that of weight, pre- 
serving, however, its former name, 


Medium of The commodity exchange, as we have already 
circulation said, arose in the form of directly ex- 
changing one commodity for another (€ - C). 
In this exchange, which involves two persons, two commodities 
are sold simultaneously: sale (exchange) of one commodity 
coincides in time with the sale (exchange) of another com- 
modity. With the emergence of money the direct commodity ex- 
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change gives way to the commodity circulation, in the con- 
text of which commodities are exchanged by means of money. 
Being an agent in the process of commodity exchange, money 
fulfils the function of means of circulation. The formula for 
this process is C-M-C, consisting of two acts: C-M and M-C. 
The commodity-money circulation, according to Marx, is fraught 
with the danger of disrupting the sale and purchase act, i.e. 
formally possible crises. It is obvious that, as distinct 
from the function of the measure of value with money acting 
as ideal money, in discharging the fumction of the medium of 
circulation money should be ready, ig. real money is the 
means of circulation. 

AS a means of circulation money originally functioned in 
the form of ingots. Difficulties arising fram determining the 
quantity and quality of metal in an ingot led to the appearan- 
ce of a coin as a means of circulation. A coin is an ingot of 
a certain shape, containing a definite portion of metal in 
terms of weight and standard, the fact certified by the go- 
vernment. 


The amount of money necessary for the cammodi ty oircula- 
tion hinges on many factors, above all, on the total sum of 


prices of commodities, which should be realised and expressed 
in money. This sum depends on both the number of commodities 
on sale and the price level. Provided all the commodities are 
sold simultaneously, the amount of money needed for the cir- 
culation will be equal to the swum total of all commodity 
prices. However, this is not real since in actual fact one 
and the same coin may be effective within a certain period of 
time in deals taking place one after another. The greater 
number of circuits each mometary unit performs demands less 
money for the commodity circulation within a given period of 
time. 

It follows then that the amount of money needed for the 
circulation of commodities is directly proportional to the 
sum of prices of all commodities in circulation and inversely 


proportional to the average speed of the circuit each monetary 
unit performs. This may be expressed with the following 


formula: 
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sum of commodity prices 





amount of required money = 
mumber of circuits of 
monetary unit 


Paper Money The transient function of money as a medium 
of circulation contains the possibility of 
replacing gold wits by its symbol - paper 

money. Practically this replacement began spontaneously in 

the very commodity circulation in which gold coins were ab- 
raded. They thereby were losing their full value, since the 
real content of gold in them did not coincide with that fixed 
in the process of their coinage. Nevertheless, these abraded 
coins continued to function as full-bodied medium of circula- 
tion, being, in fact, only their tekens or symbols. 

Whereas the coins signified the emergence of the first 
system of money circulation - metallic system (initially it 
was bimetallic and subsequently, monometallic), paper money 
marked the transition to the system of paper money circula- 
tion, nowadays effective in all capitalist cowtries. 

Since paper money are tokens of value, of gold, which 
themselves do not possess value, and replaces gold only in 
the function of circulation medium, paper money cannot be a 
measure of value of commodities. Paper money is issued by 
the state, which fixes the rate of exchange. Any amount of 
paper money may be brought into circulation. However, regar- 
less of how much paper money is in circulation, it will re- 
present only that quantity of gold coins, “hich are needed for 
circulation. Thus, the amount of gold each unit of paper 
money represents (consequently, purchasing power of paper 
money) depends on the quantity of currency notes in circula- 
tion. 


Money 4s a Means Money functions also as a univeraal 
of Hoarding token of wealth, i.e. in the role of 
hoards. The hoarding is closely linked 
to the function of money as the medium of circulation. A 
hoard, according to Marx, is a conduit for the supply or with- 
drawal of money to or from the circulation, which in this 
way never overflows its banks, 


55 


The fact that any commodity can be bought for money, 
that it is the embodiment of wealth, stinmlates the accum- 
lation of money hoards. Its qualitative boundlessness and 
quantitative limits act as a spur to the hoarder to accumla- 
te. Only full-bodied currency may serve as a hoard, 

Under capitalism, the hoarding while preserving old 
features (accumulation of hoards of money) assumes same new 
ones. Under present-day conditions, hoards are to a greater 
degree concentrated in the largest banks, the treasuries, be- 
coming centralised in character, The capitalist couwtries 
are engaged in a bitter struggle with each other for gold 
reserves. This struggle is one of the forms in which the 
contradictions between these countries manifest themselves. 


Money as a Means As commodity production and circula- 

of Payment tion of cammodities develops, sale on 

credit, i.e. payment on deferred terms 

expands. In this case, a promissory note is a means of cir- 
culation. The person who borrows gives such a note to the cre- 
ditor and is to pay off on expiring of the term fixed in the 
note. AS a means of clearing off the debta money fulfils the 
function of the means of payment. Im this capacity money func- 
tions not only as payment for commodities bought on credit, 
but also in meeting money loans, paying the ground-rent and 
taxes, etc. 

The function of money as a means of payment influences 
the sum of money needed for circulation. To determine this 
Sum, provided credits and payments by written orders being 
immensely widespread in modern capitalist society, it is ne- 
cessary to subtract from the aggregate sum of prices of com 
modities, realised within a given period of time, the mum of 
prices of commodities sold on credit and the sum of commodity 
prices equal to the liabilities that balance each other, 

To the above aggregate sum it is necessary to add the sum 
equal to the payments falling due. All the above factors con- 
sidered, Marx's law, determining the mass of money necessary 
for circulation, is expressed in the formla: 
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PO - C +P - 8B 


MM = where 





N 


MM - mass of money 

PC - sum of prices of commodities 

- sales on credit 

- payments falling due 

liabilities balancing each other 


- mumber of circuits of monetary unit during a 
given period 
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The aggregate sum of prices, as well as the mass of money 
in circulation, also depends upon the value of gold itself. 


Credit-Money Whereas the function of money as a medium 
of circulation brought about the appearance 
of paper money, the development of credit 

relations, under which money acts as the means of payment, ga- 

ve rise to a new instrument of the circulatio - credit- 
money in the form of promissory notes (bills), bank-notes, 

and cheques, These do not have independent value, being credit 

symbols of full-value money, i.e. gold, and serve as the me- 

dium of the circulation of commodities carried on with the 
help of credit. 

Promissory notes (bills) are based on commercial credit 
and issued by private persons - industrial and trading capi- 
talists. The creditor receiving it may use it for purchasing 
articles from another commodity owner. Endorsement is put down 
on the bill when it changes hands, and the person receiving 
it becomes the creditor of that other person who issued it, 
etc. Bill circulation is widespread under capitaliam. 

Operations of accounting bills are concentrated in the 
banks, which accept them for payment, deducing a certain in- 
terest, and become creditors. On this basis banks themselves 
issue their own bills - bank-notes. 

Bank-noteg are liabilities for an indefinite term which 
the bank of cireulation issuing them should pay for at any 
time through exchanging them for gold. Under the free exchange 
of bank-notes for gold, they are not depreciated and afloat 
under the circulation laws of gold coins. This type of exchan- 
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ge ceased to exist in the 1930s. Not exchanged bank-notes 
are, in fact, a variety of paper money and circulate accori- 
ing to the laws governing paper-money circulation. 


Universal Money With the development of the interna- 
tional econanic relations, money began 
operating in the world market, per 

forming the function of the universal money (money of the 

world). There it strips off the local garb, i.e. appears in 
the form of the bullions of the precious metal - gold. 

First of all, the wmiversal money functions as the uni- 
versal means of payment in transactions between states, 
when, under conditions of credit relations and settling m- 
tual liabilities, one of the sides should pay a certain 
amount of money to another. In this case gold is exported 
from the country as a means of payment. Purthermore, the 
world money serves as the universal purchasing means, when 
a given country, due to various reasons, buys commodities 
of another cowtry for cash. 

Finally, the universal money fumctions as the wiversal 
embodiment of social wealth of bourgeois society. This takes 
place when the wealth from one country is transferred to 
another, 

The above functions of money, strictly speaking, express 
only commodity relations. Under capitalism, money and its 
functions, the commodity circulation in general, are not only 
developed to the utmost, but also change their nature. Money 
and its functions are preserved, but now they serve also as 
a form of manifestation of the movement of capital, i.e. the 
capitalist relations of production. 


Inflation Money and its functions, with which we dealt 
earlier, corresponded to commodity produc-— 
tion and the capitalist system of economy at 

that stage of its development, when the gold standard existed 

in the form of the system of gold-coin circulation, i.e. 

when gold was a money commodity. The system of gold-ooin 

circulation was most developed and spread in the late 19th 

and early 20th centuries. With capitaliam's entering its im- 
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perialist stage and especially with the beginning of its 
general crisis this system was undermined, and ceased to 
exist by the present time. 

Under gold-coin circulation money performs all the above 
functions within a comtry, being at the same time the mi- 
versal money. However, its function as the means of circula- 
tion brought about paper money, and the fumction of a means 
of payment, credit-money. At this stage, therefore, gold- 
coin circulation combined aith the circulation of paper money 
and bank-notes which were freely exchanged for gold, 

In the present-day capitalist world, gold coins are 
withdrawn from circulation, bank-notes are not freely ex- 
changed for gold and are deprived of that gold content which 
they earlier represented in the hame market, Hence, gold 
ceased to be a money commodity, the formerly existing direct 
connection between the functions of money and gold, as well 
eas that between currency notes (and, accordingly, prices they 
denoted) and gold disappeared. It does not signify, however, 
that the above comnection is completely disrupted. It has 
become extremely complex and indirect. Currency notes are 
connected with gold by mumerous links, are equated with it 
and can be, in one way or another, converted in gold in cer- 
tain proportions. The establishment and development of the 
system of monopoly rule, though undermine the commodity foun- 
dations of capitalist production, considerably affect the me- 
chanism of commodity-money circulation, but abolish neither 
commodity production nor the operation of the law of value. 

Under the papermoney circulation currency notes may be 
issued in redundant quantity. They overbrim the circulation 
sphere and engender inflation. Inflation is the overflow of 
the circulation sphere channels by an excessive amowt of 
currency notes in comparison with the necessary quantity of 
gold money required for the exchange. This being the case, 
the monetary unit (currency note) will inevitably be depre- 
ciated and prices will rise. 

Bourgeois states experiencing currency difficulties due 
to military expenditure and other waste of capital engender- 
ing huge budget deficits, resort to excessive issues of cur- 
rency notes. The result is that money is depreciated and 
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prices climb. The paper money is depreciated in relation to 
gold, cammodities and foreign currency. The depreciation of 
money and price rises inevitably lead to a growing cost of 
living and, consequently, to fall in real incomes of the 
working people. 

Prior to World War J, inflation was a sporadic, transi- 
tory phenomenon, teking place in individual countries at 
various periods. The situation is quite different today. In 
the modern capitalist world inflation has become universal 
and chronic, testifying to a complete derangement of the mo- 
netary system of capitalism, its crisis, which serves as one 
of the forms of the further aggravation of the general crisis 
of capitalism manifesting itself. Today, inflation has as- 
sumed huge dimensions and high rates of development. 

Such an impetuous price rise in the capitalist countries 
over the recent period is explained primarily by the vigo- 
rous process of militarising these countries' economies, re- 
sulting in budget deficits, which the capitalist states 
strive to cover by papermoney issues. Additional currency 
notes put into circulation bring about the depreciation of 
money and price rise. However, the main underlying cause of 
inflation in today's capitalist world is the dominance of 
monopolies, having a decisive say in determining the policy 
of bourgeois states. At the same time, monopoly prices, set 
by monopolies, lead indirectly to increasing the mass of 
money in circulation, on the one hand, and directly - to the 
depreciation of money and drop in its purchasing power, 
Having grown to enormous dimensions, inflation in the modern 
capitalist world became an important instrument in redistri- 
buting of the national income in favour of monopoly capital, 
in strengthening the exploitation of the working class and 
broad working masses by the monopoly bourgeoisie. 

The monopolistic bourgeoisie consciously uses inflation 
as the best camouflaged means of cutting down wages. as. the 
bourgeois ideologists themselves admit, the workers! resist- 
ance would be less stubborn if the wages are lowered not 


through direct reductions of their size but through price 
rises, 


60 


The growing inflation is a major factor of aggravating 
the socio-class contradictions. When inflation leads to the 
derangement of the national economy, to aggravation of so- 
cial contradictions, the ruling classes themselves do their 
utmost to overcome inflation and stabilise the currency. 

History of capitalism knows various methods of stabilis— 
ing the currency, such as nullification, restoration, etc., 
though devaluation is the most wide-spread means. fhe bour- 
eeois state legislatively reduces the gold content of a mo- 
netary wnit or decreases the rate of exchange of the curren- 
cy of a given country in relation to gold or the currency 
of another cowtry. 

Dollar may serve as an example of reducing the gold 
content of a monetary unit: 1934 saw the devaluation of dol- 
lar in the form of increasing the official "price" of gold 
from 20.67 to 35 dollars per ounce. In-1971, gold "price" 
again rose to achieve 38 dollars an ounce, and 42.2 dollars 
in 1973. The British pound sterling may be taken as an examp- 
le of reducing the exchange rate of the currency of a given 
country in relation to the currency of another cowtry. Its 
rate of exchange in relation to dollar was reduced by 14.3 
per cent in 1967 - fram 2.8 to 2.4 dollars, Devaluation is 
the completion of the preceding period of depreciating paper 
money or an initial point of its further depreciation leading 
to a further rise in prices of commodities, 

Under the general crisis of capitaliam devaluation 
neither brings about currency stabilisation, nor does away 
with inflation since the lowering of the exchange rate of 
a currency in relation to dollar or of dollar itself results 
in the general rise of commodities prices in a cowmtry. 

The totality of reforms to stabilise the currency is 
termed deflation by the bourgeois economists. Deflation, 
directly aimed at withdrawing the redundant mass of money 
issued during inflation, is usually accompanied by higher 
taxes. This results in a fall in the population's purchasing 
power, reduction of certain budget allocations for social 
needs and higher discount rates. The whole set of reforms to 
rehabilitate the currency system is realised, in the final 
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count, by the bourgeois state at the expense of the working 
people, infringing upon their interests. 

Whereas in the past deflation brought about certain 
results, today it can only remove hypertrophic forms of in- 
flation without putting an end to the very inflationary 
process. Inflation does not disappear during economic crises 
at the present stage of capitalist development. Moreover, 
sometimes, as was the case in 1974-1975, inflation intensi-~ 
fied during the economic crisis, the phenomenon termed 
"stagflation" (inflation under stagnation) by the bourgeois 
authors. 


6. Criticism of the Bourgeois Theory of Money 

Though there is a mumber of clearly different trends in 
interpreting money in the bourgeois economic literature, they 
all have certain common features. First of all, different 
bourgeois theories of money are aimed at bringing to light 
the nature of money on the basis of this or another of its 
function, identifying the essence of money with its indivi- 
dual functions. Besides, most of these theories conceal the 
commodity nature of money, its origin as value, and, con- 
sequently, the role of labour in hoarding, with money being 
its embodiment. In this form the above theories serve the 
objectives of the apologetics of capitalian. 


Metallic Theory The so-called metallic theory was the 

of Money first among the emergent bourgeois theo- 

ries of money. It was created by econo- 

mists representing mercantilism, a trend in the bourgeois 
political economy. Mercantilists identified wealth with money 
and money with precious metals which, allegedly, are money 
in their nature, The advocates of the metallic theory of mo- 
ney ignored thereby the socio-economic essence of money. 


Nominalistic Theory The development of monetary circule- 
of Money tion necessitates the explanation 
of not only the nature of paper 
money but also of such phenomena as inflation, monetary crises, 
etc. This served the basis for shaping the nominalistic or 
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state theory of money, according to which money is not a 
commodity but a conventional wit of account. Hence it does 
not have its own value. By discarding the commodity nature 

of money and declaring it conventional symbol, the adherents 
of this theory maintain that it is the state that imparts 

the purchasing power to money. It is clear that the represen~ 
tatives of this theory employ the one-sided approach to de- 
fining money and strive to reduce its essence to its func- 
tions as a medium of circulation and payment under which 
money may be represented by symBols. 

We have already considered the commodity nature of money 
and money itself as a specific commodity, performing the role 
of the universal equivalent. It has been also shown that the 
state may determine the standard of price but not the value 
of money. It is obvious that the nominalistic theory, ascrib- 
ing the role of creator of money $6 the state, accords the 
interests of the apologetics of capitalism, since it denies 
the spontaneous character of capitalist economy and the ob- 
jective economic laws governing it. 


Quantitative Theory Many bourgeois authors deal with 

of Money the quantitative theory of money, 

postulating that the magnitude of 

value of money depends upon the amoimt of money in circula- 
tion. The representatives of this theory maintain that money 
does not have value and acquires its "purchasing power" sole- 
ly in the sphere of circulation. In actual fact, they saw 
only the circulation medium in money, ignoring the fact that 
money can perform this function exclusively because it serves 
as e measure of value. In this capacity money functions be- 
fore the circulation process and only thanks to that it it- 
self has value, 

The contention that value of money hinges on the amowt 
of money in circulation arises fram the campletely erroneous 
assumption that allegedly any amount of real money can be in 
circulation. In fact, the advocates of this theory spread 
the laws of paper-money circulation to that of gold money. 
The price level, they hold, is conditioned by the amount of 
money in circulation. Hence, the higher the price level the 


lower is the value of money, i.e. its purchasing power. In 
practice, the amowt of money afloat depends on the price le- 
vel and, if the value of commodities is given, their ex- 
pression in terms of money, i.e. the level of commodity 
prices, depends upon the value of money itself. 


The new variant of this theory is the so-called ad- 
vanced quantitative theory of money, an attempt to establish 
the dependence between the amount of money in circulation 
and the amount of the national income. Its supporters con- 
sider that an increase in incomes, wages in the first place, 
is the main cause for price rises. Hence the conclusion on 
"freezing* wages and salaries. 

A peculiar variant of nominalistic and quantitative 
theories of money is the so-called theory of "regulated cur- 
rency". John Maynard Keynes was the major representative of 
this theory. According to the theory, paper money is a "re- 
gulated currency". Therefore preference should be given to 
paper money, rather than to hard money. The advocates of this 
theory consider paper-money circulation to be the most in- 
portant instrument of regulating the capitalist economy by 
the state. In their opinion, the state can regulate money 
circulation, price levela, and, through them, the demand 
for commodities and the entire capitalist production, thus 
making possible the abolishing of crisis, unemployment and 
other negative aspects of capitalism. This theory of money 
borders upon the apologetic theory of "regulated capitaliana”", 
whose groundlessness is proved by the very practices of 
capitalist society. It is more than obvious that state regu- 
lation of the capitalist economy is ineffective. The measu- 
res that bourgeois governments take against inflation foster 
stagnation of production and growth of umemployment; what 
they do to contain the critical drop in production lends 
still greater momentum to inflation. 


7. Law of Value 


Under commodity production, social labour, the founda- 
tion of society's existence, invariably assumes the form of 
value of commodities, and the links between producers in the 
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production process, conditioned by the social division of 
labour, are manifest in the cummodity exchange, which pre- 
ceeds necessarily in conformity with the social value of 
commodities, whose magnitude depends on socially-necessary 
expenditure of abstract labour. This is the law of value 
which determines the development of commodity production, 
operating since the time when commodity production appeared, 

Engels noted that this law was operative some seven 
thousand years ago, though under those socio-economic forma- 
tions where commodity production was not prevalent, it was 
of subordinate character. Only under capitalism with the com- 
modity form of production becoming universal, the law of value 
develops to its utmost, 

Under commodity production based on private ownership 
in the means of production, the law of value is the sponta- 
neous regulator of social production, operating through the 
mechanism of prices. Value is the law of prices. 

The form of price provides the opportunity of its diver- 
ging from value. However, the true cause of fluctuation is 
the disbalance between the demand and supply of a given conmo- 
dity. When the demand exceeds the supply, commodities are sold 
at prices which are higher than their values; and when the sup- 
ply is greater than demand, prices fall below values. Only 
the equality of supply and demand makes prices coincide with 
values. 

Commodity production is characterised by the anarchy of 
production and competitive struggle between producers. That is 
why demand and supply do not, as a rule, coincide, and prices 


always differ from values. Here lies the mechanism of opera- 
tion of the law of value. 


Role of the Law The operation of the law of value under. 


of Value lies the distribution of labour-power 


and means of production between various 
branches of economy. With demand and supply constantly chang- 


ing, prices of commodities deviate above or below values. This 
means that some producers, whose commodities are sold et pri- 
ces exceeding value, will find their production profitable and 
be interested in its expansion. For other producers, whose 
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commodities are sold at prices below value, their production 
will turn out a loss, and they, disinterested in its expan- 
sion, will switch over partially to manufacturing some other 
kinds of goods. 

Those producers would turn to another kind of production 
whose products of labour are out of demand in the market. Thus, 
some kinds of production would shrink, while other, on the 
contrary, expand. 

The law of value, operating in the commodity economy, 
leads to the development of the productive forces. According 
to this law, producers! individual labour input is reduced by 
the market to the socially-necessary expenditure of labour, 
and all the commodities of a given type are sold at one and 
the same price. If the demand and supply are equal, price 
coincides with value. Producers working in more favourable 
conditions create commodities that have dower individual va- 
lues,. Their position in the market is more advantageous, 
inasmuch as they sell their commodities at social value which 
is higher than their individual value. And producers whose 
commodities' individual value exceeds the social value find 
themselves the losers. Hence the desire of every producer to 
reduce the individual value of commodities, the end achieved 
by perfecting the instruments of labour, improving the organi- 
sation of entire production, i.e. by developing the productive 
forces in general. 

Apart from this general strive for profit, the production 
perfection is carried out under the impact of the competition 


between producers, price with its fluctuations being their 
weapone 


Shaping of Capitalist The operation of the law of value 
Relations resulted, at the time, in the for 
mation of capitalist forms of pro- 

duction. The price fluctuation above and below value, dispari- 
ty between individual and social labour input, brought about 
gradual stratification of producers. Victor in the competition 
ie always the one having more advantageous conditions of pro- 
duction, with all others losing. The operation of the law of 
value inevitably leads to the differentiation of producers, to 
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ruining their bulk and enrichiran insignificant minority. 

In the period of feudalism decay, the differentiation 
of producers resulted in the emergence of the capitalist forms 
of production. The ruined small producers were turned into 
wage~workers, whereas those who grew rich became capitalist 
entrepreneurs. 

The process of the stratification of small proprietors 
is still under way in the capitalist countries in our days. 
Its present-day feature is that the impoverishment and des- 
truction of small producers arise not so much from internal 
contradictions of commodity production proper as from the pres- 
sure that the established and gigantically developing capital~ 
ist production brings to bear upon it. Small urban and rural 
producers are objects of ruthless capitalist exploitation and 
their vital interests coincide with those of the working 
class. Under these conditions petty producers, the mass of the 
labouring peasantry in the first place, become the natural 
allies of the proletariat in the struggle against the bourgeoi- 
sie, 

In capitalist production the operation of the law of va- 
lue is subordinated to the purpose of extracting maximum pro- 
fits. Already in the period of free competition's sway value 
acquires its converted form, and the mechanism of the opera- 
tion of the law of value undergoes considerable changes. These 
transformations and changes become more pronounced under in- 
perialism when the monopoly rule restricts the free competition, 
and free price formation is actually non-existent. 

Monopolies can dictate prices to a certain degree, Mono- 
poly prices may deviate above or below social value, however, 
whatever the deviation the latter always remains the basis for 
setting the commodity prices. Monopoly prices are an important 
instrument in the hands of monopolies for exploiting the wor-~ 
king people, the imperialist monopolies! instrument of plun- 
dering the dependent countries. 


Fetishism of Under commodity production, ties between 

Commodities producers, production relations between 
them, are established spontaneously and 

manifest themselves through the commodity exchange. 
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The essence of production relations is expressed in 
spontaneously developing economic laws of commodity production, 
above all, in the law of value, which determine the lot of 
separate, isolated producers. The power of the spontaneously 
operating economic laws, their predominance over people, is 
embodied in things and, consequently, in the ascendancy of 
the product of labour over its produoer. 

The objective form, in which the relations between people 
manifest themselves, i.e. materialisation of their production 
relations, engenders in people's consciousness the idea of 
supernatural character of things-commodities and money, Value 
and capacity to be exchanged are ascribed to things as such, 
and the ability to be money - to gold. Marx termed this idea 
of things, the fruit of materialisation of production rela- 
tions between people in the conditions of commodity produc- 
tion, the fetishism of commodities. 

He showed that it has objective and gubjective aspects. 
The former consists in production relations under conmodity 
production being materialised, as a result of which the lot 
of commodity producers is closely bound up with the fate of 
the commodities produced. Commodities rule, as it were, over 
people, Subjective aspect lies in the false idea that things, 
products, by their own nature, can be exchanged for each other, 
affecting in this way the economic situation of commodity 
producers. The monetary fetishism is the highest manifesta- 
tion of commodity fetishism. The supernatural quality of un- 
divided sway over people is ascribed to money, gold, and the 
cult of money is taking shape. 

With the liquidation of private property and establish- 
ment of public ownership in the means of production the fe- 
tishism of commodities is done away with. 


Chapter 4 


ESSENCE OF CAPITALIST EXTLOITATION 


1. Conversion of Money into Capital 


General Formula Money is the end product of the deve- 

of Capital lopment of commodity circulation. It is 

also the starting-point of capital since 

any capital initially appears in the form of money. However, 
it would be erroneous to believe that any considerable amount 
of money is capital. Money was not capital in the hands of 
Slave-owners and feudal lords, neither is it capital in the 
hands of workers and simple commodity producers. 

Money is used as capital when the capitalist first buys 
certain commodities for money and then again receives money 
as a result of selling his own cammodities. The circulation 
of money as capital is expressed by the formula M - ¢ - u'. 
Marx called this movement of capital the general formla of 
capital. 

The general formula has some common features with the 
formula of simple commodity circulation (C-M-C), since both 
fall apart into the two opposite phases: C - M and 4M - C. 
However, these formulas are marked by an essential difference, 

In the formula of simple commodity circulation (C-H-C) 
Sale is done for the sake of buying with money being spent 
once and for all. The end objective of commodity circulation 
is the use value the producer needs in return for the commo- 
dity he manufactured, 

The case is quite different when money circulates as ca- 
pital. The initial and ultimate points of the circuit have 
qualitatively homogeneous economic form, i.e. the form of 
money, which may differ only quantitatively, In this case, 
it is not use value but exchange value that is the main ob- 
jective and motive force. But buying for the sake of selling 
makes sense only when the capitalist obtains more money than 
he first expended. Therefore, the general formula of capital 
in its complete form is expressed in the following way: 
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m-c-wm, where mM’ =u 4m. This means that the sum of 
money received from selling commodities is higher than that 
spent on buying them. The increasing value is the aim of the 
movement of capital. Money in this formula is not expended 
finally but is advanced. Therefore, capital is self-expanding 
value or value producing surplus-value. The general formula 
of capital directly expresses its movement in the circulation 
sphere. However, it is relevant to all other kinds of capital 
(with which we shall deal later on), since it characterises 
the motive, the aim of capital circulation in all branches 
and spheres of the capitalist economy. 


Contradictions of the It might seem that the expansion 
aba sat ere cs of value takes place in the pro- 


cess of circulation, as a result 

of the capitalist selling the 
commodities purchased dearer than he himself paid for them. 
This is how many bourgeois economists argue. One can assume 
that the excess of value may be obtained by a capitalist due 
to the divergence of price from value. But the non-equivalent 
exchange would only make some capitalists gaining and others 
losing. However, the entire capitalist class cannot grow 
rich at the expense of itself. 

Thus the_surplus-value dos not arise in the sphere of cir-~ 
culation. Neither can it be produced without commodity owner's 
enteDing this sphere: remaining alone with his commodity with- 
out coming into contact with other commodity owners, he cannot 
convert it either into money or capital. Marx wrote on this 
score; "[t ig therefore impossible for capital to be produced 
by circulation, and it is equally impossible for it to origi- 
nate apart from circulation. It must have its origin both in 
circulation and yet not in circulation.e" Here lies the contra- 
diction of the general formula of capital. Both conclusions 
exclude each other. The question of the source of surplus- 
value seems to be in a deadlock. Its existence contradicts, 
at first sight, the law of value, the exchange of equivalents. 


Karl Marx, Capital, yol. 1, p. 163. 


To find the source of surplus-value, it is necessary to 
kmow how the capitalist, after buying commodities according to 
the values and selling them also according to their value, 
extracts from this process higher value than he initially put 
into it. 

Let us consider the two elements of the general formula 
of capital. The first is money, which by itself cannot serve 
as the source of expanding value. Hence, the secret of surplus- 
value lies with the cammodity bought for this money. Moreover, 
the point here is not value, but the use value of this commodi- 
ty, since in the first act M-~- C, as well as in the second 
C-M, the equivalent exchange takes place. The surplus-value 
arises thereby in the process of consumption of this commodi- 
ty, from its use value. The only cammodity, whose consumption 
produces value and surplus-value, is labour power, 


Labour power Labour power is the totality of physical 
aa Commodity and mental capabilities of man, realised 

in the process of production. as the capa- 
city to work it exists in every society, becoming commodity 
only under definite conditions. They are: (1) personal : free- 
dom of producer allowing the owner of labour power ta act_ “as a 
seller in the market, to arrange a deal with the purchaser - 
owner of money; (2) the owner of labour power must be deprived 
of the means of production and means of subsistence. Other- 
wise, he would not sell his labour power. 

These conditions took shape in the process of disintegra- 
tion of feudalism and establishment of the capitalist mode 
of production. 

AS we have already mentioned in the previous chapter, 
the law of value in operation is the basis for the differen- 
tiation of simple commodity producers and, consequently, for 
the formation of classes of capitalist society. The emergence 
of capitalism was speeded up by the primary accumulation of 
capital, which is the historical process of forcibly turning 
direct producers (peasants in the first place) into wage- 
workers, and the means of production and monetary wealth, into 
capital. The methods of primary enrichment of the bourgeoisie 
were multifarious, though all based on sheer violence. Marx 
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wrote that "capital comes dripping from head to foot, from 
every pore, with biood and dirtn.! 

The conversion of labour power into cammodity is a charac-- 
teristic feature of capitalism. Like any commodity, labour 
power possesses value and use value. 

Labour power, as the capacity to work, is unalienable 
from man. Hence, its production and reproduction means the 
preservation of man's normal vital activity. This is the 
reason why the value of labour power is conditioned by the 
aggregate value of the means of subsistence, required for 
maintaining the life of the owner of labour power himself 
end for supporting an average family to ensure the rein- 
forcement of labour power market. The value of labour power 
also includes the means necessary for workers! training and 
acquiring a corresponding qualification, and for satisfying 
social and cultural requirements. 

The value of physically indispensable means of subsis- 
tence, without which a wage-worker cannot live, constitutes 
the lowest, minimal limit of value of labour power as a commo- 
dity. The value of labour power has the top limit, too. In 
contrast to other commodities "there enters into the determi-~ 
nation of the value of labour~power a historical and moral 
element", Workers have social and cultural requirements, 
depending on the historical setting in which the working class 
of a given country formed, the level of its economic, politi- 
cal and cultural development. These requirements are included 
in the value of labour power, making up its top limit. 


Thus, the value of labour power is determined by the va- 


lue of the means of subsistence, necessary for its reproduc- 
tion, i.e. for meeting physical and cultural and social re- 


quirements of wage-worker and his family. 
With the development of capitalism, the value of labour 
power alters. There are two opposite tendencies in the move- 


ment of the value of labour power, conditioned by the progress 
of society. 


Karl Marx, Capital, Vol. I, p. 712. 
2Tbid., p. 168. 
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The growth of social labour productivity decreases the 
value of labour power, for it leads to lower value of the 
means of subsistence and thus to reducing the value ef labour 
power. The involvement of women and children in production 
also lowers the value of labour power, since its reproduction 
igs ensured by all the working members of the family, not only 
by its head. 

The higher expenditure on improving labour-power quali- 
fication and the growth of workerst needs and changes in their 
structure are conducive to increasing the value of labour 
power, Lenin pointed out, that the universal law of increas- 
ing requirements. operates in society. "This law of increasing 
requirements", wrote Lenin, “has manifested itself with full 
force in the history of Europe - compare, for example, the 
French proletariat of the end of the eighteenth and to the end 
of the nineteenth centuries, or the British worker of the 
1840's and of today.’ Lenin wrote that this lew functions 
not automatically due to the productive forces’ growth but 
owing to enhanCement of class consciousness and intensified 
struggle of the proletariat. In economically developed capi- 
talist countries the workers range of requirements is wider 
than in cowmtries which just recently have shaken off the 
colonial yoke, where this range, determining the value of 
labour power, is far more restricted. The higher intensity 
of labour, under which the worker needs more means for main- 
taining his vital activity, is an important factor of raising 
the value of labour power, Both these tendencies operate 
simultaneously, with one of them being prevalent at different 
stages and in different countries, Side by side with them 
acts the tendency, engendered by capitalism, of lowering the 
price of labour power in comparison with its value. The wor- 
kers' class struggle alone puts the barrier in the way of 
this tendency's evolution. 

Any commodity's use value consists in its ability to sa- 
tisfy certain requirements of the buyer. Any use value is rea- 
lised in the process of consumption. 


Vele Lenin, Collected Works, Vol. 1, p. 106. 
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The consumption of labour power is the process of labour 
when commodity, its value and surplus-value is created. fhe 


specific use value of the commodity - labour power is its 


capacity to produce surplus-value, [It is precisely with thia 
Aim in mind that the capitalist purchases this commodity. 


One of the major theoretical revelations in Capital is 
the strict differentiation between labour power and labour, 
providing the clue to understanding the source of surplus- 
value. Bourgeois political economy identifies these two cate- 
gories, asserting that labour is allegedly an object of sale 
and purchase. Marx was the first to prove that the worker 
sells not labour but his labour power to the capitalist. La- 
bour is the function of labour power, the process of its pro- 
ductive consumption. 


2. production of Surplus-Value 


peculiarities of the Labour is always a process of 

Labour Process under 

Capitalism, Expansion man's active influence upon nature. 
of Value Under conditions of capitalism, 


however, this process is the con- 
sumption of the labour power bought by capitalist. Workers 
are under the control of capitalists, owners of the means of 
production and labour power, the cause for their appropriating 
of the products of labour manufactured by workers. 

The capitalists are not interested in the use value as 
such since surplus-value is the objective of capitalist pro- 
duction. AS a result of labour power being consumed wage- 
workers create new value, which is higher than the value of 
labour power. For example, if the value of labour power is 
10 dollars, and the value the worker produces anew equals 
20 dollars, the difference, or surplus-value, amounts to 


10 dollars. Thus, surplus-value is the value created by the 
labour of a wage-worker over and above the value of his labour 


power and appropriated without payment by the capitalist. 
The capitalist buys not only labour power, but also the 


means of production. For instance, 40 dollars were spent for 
the means of production and completely consumed in the process 
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of production, then the capitalist's expenditure would amount 
to 50 dollars, and the value of produced commodity, to 60 dol- 
lars. The difference, whose source is the exploitation of la- 
bour power, constitutes surplus-value. 

In the process of labour the following phenamena take 
place: (1) former value (value of the machinery and raw mate- 
rials) is preserved and transferred by concrete labour to a 
new commodity; (2) new value is created, which is the function 
of abstract labour. Thus, the contradiction of the general 
formula of capital is resolved: surplus-value is created not 
in the sphere of circulation, but in that of production, but 
by means of the former, where the capitalist buys labour power 
and the means of production. It is now a fact, that the gene- 
ral formula of capital does not run counter to the law of va- 
lue, for initially it was assumed that the capitalist pays in 
full for the value of labour power, 

The value of commodity produced anew may be expressed 
by the formula: C + V +m, where C is the value of the con- 
sumed means of production, V = equivalent of the value of la- 
bour power and m —- surplus-value. 


Essence of Capital. Bourgeois economists hold that capi- 
Its Structure tal is a thing. What they are ar- 

guing about is what things are capi- 

tal: money, means of production or 
all commodities in general. In actual fact, capital is not a 
thing, but the value which, through exploiting wage-workers, 
produces surplus-value. Capital is the relations of production 
between the two classes of bourgeois society - capitalists and 
wage-workers - which are expressed through thing and acquiring 
thereby a specific social character, 

By identifying capital with a thing, mostly with the 
means of production, bourgeois ideologists consider it an 
eternal category. In reality, the means of production become 
capital only under capitalism. Capital invariably presupposes 
wage labour, which, in its turn, presupposes capital. These 
are the two sides of one and the same relation, 

The portion of capital, which turns into the means of 
production, does not change the magnitude of its value in the 
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process of production. The value of the means of production 
is only transferred to a product by labour so they then- 
selves produce no surplus~-value. This part of capital is 
constant cpital (C). 

Another part of capital, which is converted into labour 
power and changes its value in the process of production, is 
called variable capital (V). Labour power reproduces the 
equivalent of its value and, above it, the excess, or surplus- 
value, which, in its turn, may change. This division of capi- 
tal was revealed by Marx. It shows that only that part of ca- 
pital which was spent on purchasing labour power creates sur- 
plus-value, not the entire advanced capital. It is obvious 
therefore that unpaid labour of workers alone creates surplus~ 
value. 

The division of capital into constant and variable con- 
cerns only that capital which functions in the sphere of pro- 
duction, i.e. only there where surplus-value is created. 

Bourgeois economists in their efforts to prove that ex- 
ploitation is non-existent under capitalism put forward the 
theory of production factors, according to which three factors 
participate in production: (1) land in the possession of the 
landholder, (2) capital (means of production, according to 
bourgeois economists) belonging to the capitalist; (3) labour 
belonging to the worker. In their opinion, all the three fac- 
tors have an equal part in creating new values. Hence the 
three kinds of income; land creates rent, capital- profit, 
and labour ~ wages. Thus, if to trust bourgeois economists, 
exploitation does not exist and harmony of class interests 
reigns supreme. 

In practice, however, new value is created only by one 
factor - labour expended by the worker in the process of pro- 
duction. Worker's unpaid labour is the sole source of all 
kinds of capitalist incomes. 


Mass and Rate of Workerts labour in the capitalist enter- 
Surplus-Value prise consists of two parts. The first 
portion of a working day, when the va- 
lue is produced equal to that of labour power is called neces- 


sary labour time, and labour expended during this time - meces- 
sary labour. 
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During the second part of his working day, surplus la- 
bour time, the worker creates surplus-value by his surplus 
labour. 


The ratio ae pono 
exploitation of a producer by the owner of the means of pro- 
duction in any antagonistic formation, including the capita- 
list one. The ratio of surplus-value to variable capital ex- 
presses the degree of exploitation inherent only in capital- 
ism. 


expresses the degree of 


m = x 100 
“v 
The rate of surplus-value shows how the newly created value 
is divided between workers and capitalists, what portion of 
the working day the worker works for himself and what for 
the capitalist, 

AS capitalism develops, the rate of surplus-value grows 
end exploitation of workers become harsher, V.I. Lenin calcu- 
lated the rate of surplus-value in pre-revolutionary Russia. 
He chose the data on the number of employed workers and their 
aggregate wages from the materials on the situation at facto- 
ries and plants in 1908. By dividing the wages by the number 
of workers he calculated the wage of one worker. Having the 
data of the overall amount of the output and the sum of ca- 
pitalistst expenditures on its production, it is easy to cal- 
culate the overall profit of capitalists and its part falling 
to a single worker. The comparison of this part with the wage 
provides the idea of the rate of surplus-value. Such calcula- 
tions are not difficult to produce today. However, one should 
bear in mind that the bourgeois statistics contain exaggerated 
figures as regards the wages, including in them incomes of 
managers, which are in fact a component of surplus-value. At 
the same time, the amount of profit is underestimated, for 
capitalists often conceal its considerable portion. Qme should 
also take into consideration that workers yearly pay enormous 
taxes from their wages.Since all these factors directly or 
indirectly affect the rate of surplus-value, the calculations, 
as a rule, produce but approximate figure. 

The rate of surplus-value is not sufficient for the 
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quantitative characteristic of surplus-value. The absolute 
magnitude of surplus-value is called its mass. A certain con- 
nection exists between the rate and mass of surplus-—value. 
Under a given value of Labour power, the mass of surplus- 
value, produced by an individual worker, depends on the de- 
gree of exploitation, 


m 
It follows from the formula m! = x 100 that 


m= V xni, i.e. the mass of surplus-value is equal to the sum 
of invested variable capital, multiplied by the rate of sur- 
plus-value. 

The appropriation of surplus-value produced by workers! 
unpaid labour expresses the essence of exploitation of the 
working class by capitalists. The exploitation of man by man 
is characteristic of the class societies that preceded capi- 
talism: the slavest labour by far outstripped the limits of 
necessary time, and the peasant likewise worked for the feu- 
dal lord. However, capitalist exploitation is a specific form. 
Exploitation under capitalism is veiled, and this is its sa- 
lient feature. Supra-economic coercion does not exist here 
unlike under slavery and feudalism. Wage-worker is free of 
personal bondage. But deprived of the means of production, he 
has no other choice than to sell his labour power and be ex- 
ploited. Thus, under capitalism, too, forced labour is preval- 
ent, though coercion is economic in nature. hig essence 
is masked by the worker's personal freedom, by his seemingly 

* voluntary sale of his labour power on an equivalent basis. 


The capitalists* wrestricted striving for appropriating 
surplus-value is another peculiarity of capitalist exploita- 
tion, arising from the fact that under capitalism the aim of 
production is not satisfaction of capitalists! personal wants, 
but greed for profit, spurred on by competition, and amassing 
of wealth in the money-form, the more so since in this form 
wealth may be accumulated in any quantity. Whence springs the 
endeavour to extract more and more surplus-value, the most re- 
fined methods and forms of increasing the exploitation of 
the working class. 
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To conceal capitalist exploitation, the bourgeois econo- 
mists put forward the concept of "human relations in industry’ 
They claim that workers and capitalists have a single ain, 
being "equal partners", interested in maintaining "good human 
relations". Capitalists are forced to resort to the policy of 
concessions to workers to restrain the class struggle. How- 
ever, as a result of "human relations" exploitation grows 
stronger. Certain representatives of big business openly de- 
clare that research into the sphere of "human relations" is 
important and more profitable than the research into the 
field of physics. Engels, revealing the true nature of rela- 
tions between capitalists and workers, wrote: "Ultimately, it 
is self-interest, and especially money gain, which alone de- 
termine them... The relation of the manufacturer to his ope- 
ratives has nothing human in it; it is purely economic." | 


3. Means of Increasing Surplus-Value 


Absolute In their pursuit for surplus-value capita- 
Ssurplus-Value lists strive to extend surplus time, which 
is achieved either by production of ab- 
solute surplus-value or relative surplus-value. Surplus-value 
obtained through the absolute extension of the working day 
is called absolute surplus-value. Let us admit that the work- 
ing day at the capitalist factory is 10 hours, with necessary 


labour time and surplus time equalling 5 hours each. In this 


case m! oe oe 100 = 100 per cent. If the capitalist pro- 


longs the working day to 12 hours, surplus time will be 7 
hours and the rate of exploitation risa; to 140 per cent, 

Though the length of the working day may be changed, it 
has its own limits. The ceiling of the working day is condi- 
tioned by two factors: physical bowd - the worker cannot work 
for 24 hours a day; social or moral bound - he needs same 


time to meet his social and cultural requirements. Therefore, 
{~~~ ~-----—---—- a 


PeEngels. The Condition of the Working Class in England. 
Moscow, 1975, pp. 275, 276. 
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the length of the working day is confined within these li- 
mits. The working day's actual length is an outcome of the 
bitter class struggle between the bourgeoisie and the prole- 
tariat. 

The production of absolute surplus-value, i.e. extension 
of the working day beyond the limit of necessary labour time, 
constitutes a general foundation of capitalist exploitation. 
However, the lengthening of the working day as the methnd of 
augmenting exploitation prevailed at earlier stages of deve- 
lopment of capitalism. The working class's struggle, the 
growth of its organisation compelled bourgeois goverrments to 
adopt laws on restricting the working day. Nevertheless, pro- 
duction of absolute surplus-value takes place in other forms, 
such as greater intensity of work, overtime work, payment for 
labour power below its value. 

The system of overtime work is widely spread. Some 
14-15 per cent of workers in the developed capitalist coumt- 
ries work more than 48 hours a week, In many countries the 
working week ranges from 41 to 44 hours. Overtime work allows 
the entrepreneurs to save on expenditures on training new 
workers, on allocations to the social insurance fund, thus in- 
creasing their profits. Another way the working day is pro- 
longed is the system of extra earnings. Millions of people 
cannot live on their main wages and are compelled to make 
extra earnings after their full working day. The length of the 
working day is also increased through reducing breaks during 
the working day. 

More intensive labour means greater energy input and 
creates larger surplus-value,. 

Capitalists strive to compensate the restriction of the 
working day's length by higher intensity of labour. For this 
end they employ both old and a number of new methods of the 
capitalist rationalisation of production, including speeding 
up conveyors, timing of separate labour operations, introduc-= 
ing systems of before-hand-elaborated norms of movements, prac— 
tising complicated "bonus" patterm of wages. Under the scienti- 
fic and technological revolution the capitalist rationalisation 
of production pursues the aim of stimmlating not only physical 
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effort to the utmost, but also maximal expenditure of mental 
and nervous energy. A new type of labour intensification and 
of exhaustion arises, i.e. protracted emotional and nervous 

overstrain, adversely affecting the workerts health. 


Relative Surplus- The second method of enhancing the 

Value degree of exploitation of the work- 

ing-class is production of relative 
surplus-value., In this case, the growth of surplus-value is 
achieved through decreasing necessary labour time and cor- 
respondingly prolonging surplus time. For example, the neces- 
sary labour time is reduced fram 5 to 4 hours, but the 
length of the working day remains the same - 10 hours, Hence, 
the surplus labour time increased from 5 to 6 hours and the 
rate of surplus-value grew from 100 to 150 per cent. 

How the reduction of necessary labour time is effected, 
creating relative surplus-value? 

As we have said above, during necessary labour time the 
value of labour power is reproduced, i.e. the value of the 
means of subsistence of the worker and his family. 
Consequently, the value of labour power can be lowered and 
necessary labour time reduced solely through decreasing the 
value of those cammodities which are the means of subsistence 
for the workers (foodstuffs, clothes, etc.). This can be 
achieved through the labour productivity growth in those 
branches which manufacture consumer goods. This growth is 
the consequence, in the first place, of technological pro- 
gress both in branches producing the means of subsistence, 
and in industries creating the means of production for these 
branches, These processes become particularly accelerated 
under the present-day scientific and technological revolu~ 
tion, 


Extra Surplus- The rise in labour productivity does not 
Value embrace all branches of production si- 
multaneously. It takes place at indi- 
vidual advanced enterprises first, where capitalists intro- 
duce the new machinery and updated methods of production or 
ganisation. Individual outlays here are lower than socially- 
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necessary. Since market prices are regulated by socially- 
necessary expenditures, the capitalists, who succeed in 
raising labour productivity at their plants, obtain extra 
surplus-value (apart from surplus-value proper), which is 
the difference between social and individual values. What 
creates it is more productive labour of workers at the enter- 
prises employing more perfect machinery and methods of pro- 
duction. This kind of labour, if compared to social labour, 
operates as multiplied labour, i.e. produces greater value. 

Let us assume that the socially-necessary time to pro- 
duce 1 metre of fabric amounts to 2 hours, the value pro- 
duced by one-hour work is 2 dollars, then the social value 
of 1 metre of fabric will be 4 dollars, If, for example, an 
enterprise starts employing the latest machinery, thus doubl- 
ing labour productivity, then production of 1 metre of fab- 
ric will take only one hour and its individual value will 
be 2 dollars. However, in the market the fabric will be sold 
at 4 dollars as before. The difference of 2 dollars per each 
metre of fabric will make up extra surplus-value. 

Let us further assume that the worker creates 8 metres 
of fabric during the 8-hour working day, i.e. 32 dollars of 
new valhe. His wages equal 16 dollars (necessary labour time - 
4 hours) and surplus-value, 16 dollars. The rate of exploita- 
tion is 100 per cent. Provided labour productivity is doubled, 
the worker already produced 16 metres of fabric, whereas his 
wages remain at the former level of 16 dollars. To reproduce 
the value of his labour power it takes him 1 hours not 4. 
Over 2 hours he manufactures 4 metres of fabric, which, in 
its social value being 4 dollars per 1 metre will make 
16 dollars. During 6 hours the worker would create surplus-~ 
value of 48 dollars for the capitalist, with the rate of ex- 
ploitation raising to 300 per cent (2 x 100). 

The capitalist, wrote Marx,"does individually, what the 
whole body of capitalists engaged in producing relative 
surplus-value, do collectively." However, production of 
extra surplus-value is not linked to reducing the value of 
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labour power but is conditioned by the fact that with the 
growth of individual labour productivity above its social le- 
vel the value of labour power is reproduced without a shorter 
span of time. 

The peculiarity of extra surplus-value consists in that 
it is obtained by individual capitelists only wtil innova- 
tions come to be dominant in a given branch. However, having 
disappeared at some enterprises, extra surplus-value emerges 
at others, representing a permanent law-governed phenomenon 
of capitalist society. In pursuit of extra surplus-value ca- 
pitalists introduce the latest machinery and boost the pro- 
ductive forces. On the other hand, however, capitalists try 
to keep secret their achievements for the sake of extracting 
extra surplue-value for as long as possible, which impedes 
technical progress, 

The growth tendency of relative surplus-value inherent 
in capitalism remains valid to this day, though its growth 
takes place in a contradictory form, The degree of employ- 
ing new equipment restricts the growth rate of relative 
surplus-value. On the one hand, operative are such stimuli 
of introducing new plant as pursuit of extra surplus-value 
and competition. There emerged some new factors acting 
towards the same end, for example, economic competition bet- 
ween socialism and capitalism forcing the bourgeois state to 
introduce new machinery. On the other hand, circumstances 
holding the introduction of new plant grew stronger. The role 
of monopoly prices rose, as well as underloading of enter- 
prises, narrowness of home markets, etc. bringing about the 
greater gap between potentialities of the scientific and 
technological revolution and the level of realising them. 

This accounts for the fact that capitalists try to 
augment the rate of surplus-value through raising labour in- 
tensity. Under modern capitalist production, monopoly ca- 
pital has far more possibilities to heighten the intensive- 
ness of labour through introducing mechanisation and auto- 
mation of production, employing new methods of labour orga- 
nisation and modern forms of wages. Higher labour intensity 
embraces the majority of workers and brings thereby a decrea- 
se in the share of necessary labour and increase in that 
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of a surplus labour in the total mass of labour. The result 
is the same as in producing relative surplus-value. 


Unity of Absolute and The distinction between absolute 
See a and relative surplus-value does 


not exclude their unity. any 

surplus-value is absolute, in- 
somuch as it presupposes the prolongation of the working day 
above the necessary labour time. On the other hand, as long 
as labour productivity provides only the means of subsisten- 
ce for the producer, there cannot be any surplus labour. 
Higher labour productivity alone reduces necessary labour 
time to a part of the working day. Consequently, any sur 
plus-value is relative in so far as it presupposes a certain 
rise in the productivity of social labour. Both kinds of 
surplus-value have the same socio-economic essence: they 
express the relations between the two antagonistic classes - 
wage-workers and capitalists, exploitation of wage-labour by 
capital. 

Production of absolute surplus-value was the first me- 
thod to be used to enhance exploitation. However, at the 
initial stages of capitalist development the method of pro- 
ducing relative surplus-value was also applied. at the same 
time, even under developed capitalism creation of absolute 
surplus-value goes on. It should be stressed that intensifi- 
cation of labour is a means of producing both absolute and 
relative surplus-~-value. 


Stages of Establishment In its development capitalism 
OF Estey ae passed through three stages; 


simple cooperation, manufacture 
and machine industry. These 
are simultaneously stages of relative surplus-value produc-~ 
tion, of transition from formal to actual subordination of 
labour to capital. 


Simple cooperation is the starting-point of capitalist 
production. Capitalist simple cooperation is such a form of 
social labour under which the capitalist exploits more or 
less considerable mumber of simultaneously employed wage- 


84 


workers, performing similar work. It has a great advantage 
over small commodity production, giving rise to new social 
productive force, collective labour. More effectively are 
used all the means of production, and the field of operations 
expands. The growth of labour productivity shortens neces- 
sary and increases surplus labour time, 

Further development of simple capitalist cooperation 
leads to manufacture, which is capitalist cooperation based 
on the division of labour and handicraft technique. Manu- 
facture contributed to the progress of the productive forces 
and rise in social labour productivity. It prepared the neces-— 
sary conditions for shifting to machine industry. Manufac- 
ture made many work operations so simple, that it became pos- 
sible to replace manual labour by a machine. Specialisation 
and perfection of instruments of labour acted in the same di- 
rection. Thanks to the division of labour in manufactory, 
the individual worker is no longer capable to independently 
put out any product for selling. That is why his dependence 
on the capitalist becomes stronger acquiring qualitatively 
new character. The degree of exploitation of workers inten- 
sifies and production of relative surplus-value expands. 

The late 18th century witnessed the transition to the 
third stage of capitalism - machine industry. This process, 
known as an industrial revolution led to establishing capi- 
talism as the dominant mode of production. 

Machinery by itself is a powerful means of raising la-~ 
bour productivity and amassing the social wealth, Thus, under 
socialism wide use of machinery alleviates hard labour, re- 
duces the working day, uplifts the working people's standard 
of living, eliminates the antithesis between mental and ma- 
nual labour. Whereas in the possession of the bourgeoisie it 
became an instrument of enhancing the exploitation of wage- 
workers, a means of producing absolute and, particularly, 
relative surplus-value. The use of machinery as a means of 
creating surplus-value puts brake on its application. A ma- 
Chine is profitable for society as much as it saves labour, 
lee. its profitability is measured by the difference between 
the quantity of living labour it replaces and the amount of 
former labour embodied in the machine itself. However, for 
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the capitalist this profitability is measured not by saving 
of labour but of capital, i.e. the difference between the 
value of a machine and the value of labour power it replaces. 
That is why in those countries where weges are low it is not 
always profitable for the capitalist to use new machinery. 

Industrial revolution brought about changes both in 
the form and extent of subjugating labour to capital. The 
mbhordination of labour to capital on the basis of manual la- 
bour and handicraft technique Marx called formal subordina- 
tion, At that time, under certain circumstances, a worker 
could again become an individual producer, But already then, 
at the first stage of capitalism's development, the real 
subordination of labour to capital began, since transforma- 
tions were under way in the labour-prooess. The transition 
to machine industry crowns the process of real subjugation 
of labour to capital, changing the social form of wage labour 
end its material and technical basis, Machine made coordina- 
tion in the labour-process a technical necessity, worker be- 
coming its appendage, 

The shift from manufacture to factory intensifies labour 
and raises its productivity, allows the employment of 
women's and child labour, 

The army of unemployed formed after large-scale machine 
production replaced manufacture. All this made the exploita- 
tion of the working class more intense and the role of pro- 
ducing relative surplus-value more significant. Introduction 
of machinery accelerated the ruin of small producers, which 
led to higher unemployment rate, 

Characterising socio-economic consequences of transition 
to machine industry in his work The Development of Capitalism 
in Russia, Lenin wrote that the "technical revolution is 
inevitably followed by the most thoroughgoing destruction 
of social production relations, by a final split among the 
various groups of participants in production, by a complete 
break with tradition, by an intensification and extension of 
all the dark aspects of capitalism,n! 

As a result of industrial revolution, the proletariat 
forms as a class aware of its vital interests, their opposi- 
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tion to those of capitalism, inevitability and necessity to 
wage a class struggle. 

Machine industry developed through certain stages. The 
first - industrial revolution of the late 18th-early 19th 
centuries - is characterised by switching fram hand-operated 
instruments to mechanised labour involving the use of steam- 
engines, 

The second -— late i19th-early 20 century - is called 
electrotechnical revolution, since at that time steam was 
superseded by electricity to be widely used in technological 
processes, 

The third- moder scientific and technological revolu- 
tion which began in the mid-20th century and comprised all 
elements of the productive forces. It leads to the further 
growth of intensiveness and productivity of labour and, con- 
sequently, to greater exploitation of the working class, 
However, such factors as the world system of socialism and 
higher living standards of the working people in the socia- 
list countries, more vigorous struggle the proletariat wages 
in the capitalist countries and scientific and technological 
progress campell the bourgeoisie to pursue the policy of so~ 
cial demagogy, to adjust the methods and forms of exploita- 
tion to its endeavour to spread the ideology of "class col- 
laboration and social partnership" among the working class, 
and to create an illusion of "humanised labour" at the capi- 
talist enterprises. Today, capitalists introduce the system 
of so-called regulated intervals for rest, alternating labour 
and rest of workers. However, these measures are commanded 
not by concern of capitalists for workers! health, but by 
their striving to attain greater efficiency of consuming la- 
bour power in production, ensure the same high tempo of work 
during the entire working day for the sake of raising daily 
output quota of workers. 

The bourgeois state plays a major part in intensifying 
the exploitation of the working class. In some capitalist 
countries over 20 per cent of the total number of wage-wor- 
kers are employed at state-owned enterprises. Most of these 
enterprises are equipped with the latest equipment. A huge 
mass of surplus-value produced there is directly appropriated 
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by the bourgeois state, and, in the final count, by monopoly 
capital. 

But the role of the state in enhancing the exploitation 
of workers does not consist only in this. To meet the inte- 
rests of big capitalists, the state adopts anti~labour le- 
gislation, "incomes policy", restricts trade union rights 
and suppresses the working people's strike struggle. The se 
measures enable capitalists to considerably increase their 
profits. 

The bourgeois state, through imposing constantly growing 
taxes on the working people, concentrates huge sums in its 
safes, which, ultimately, are oonverted into incomes of big 
financial oligarchy in the form of highly profitable war or- 
ders to industry or open subsidising of the military-indust- 
rial complex. 


4. Basic Contradiction of Capitalism, 
Basic Economic Law of Capitalisn. 


Basic Contradiction AS capitalism develops the social 

‘of Capitalism character of production and so- 

cialisation of labour by capital 

become more pronounced, The transition from manufacture to 
factory furthers the social division of labour still more, 
Though the number of branches in industry and agriculture 
grows, individual branches and enterprises become increasing- 
ly dependent on each other in terms of deliveries of raw ma- 
terials; semi-finished products and sales of finished ar~ 
ticles, 

Large-scale production, that concentrates machinery, 
production and a large number of workers, replaces numerous 
petty economies, Disumity of small economic units disappears, 
and tiny local markets converge into national and world mar- 
ket. Purther on, capitalism ousts various forms of personal] 
dependence, providing conditions for greater migration of po»= 
pulation, which ensures incessant labour-power influx to in- 
dustries on the rise. Many industrial centres and large ci- 
ties arise, and constant migration of capital takes place. 


Large-scale socialisation of production cantributes to 
the growth of the productive forces, which is characterised 
by profound contradictions. Production becomes increasingly 
social in its character, while the appropriation retains 
ita private-capitalist nature. The latter means that each 
enterprise is privately owned by an individual capitalist, 
and the means of production and mamfactured product belong 
to capitalists. They appropriate a lion's portion of the 
product. Not the interests of society as a whole govern pro-— 
duction, but the mercenary motives of capitalists seeking 
to extraot maximum surplus-value. 

The basic contradiction of capitaliem consists in the 
anthesis of social character of labour to private form 
of appropriation. Private-capitalist appropriation retards 
the progress of productive foroes. hhe development of capi- 

taliam changes the forms of capitalist property, bringing 
about wider spread of its collective forms - joint-stock and 
state, which better correspond to increasingly social charac- 
ter of the productive forces. However the basic contradio- 
tion of capitaliam is not solved because all the above fea- 
tures of capitalist appropriation remain. on the contrary, 
this contradiction becomes more acute, manifesting itself in 
new forms. 

The basic contradiction of capitaliam underlies the de- 
velopment of antagonism between labour and capital, the 
source of the olass struggle between the proletariat and the 
bourgeoisie. The working class and capitalists are the main 
Classes, whereas relations of exploitation of the proletari- 
at by the bourgeoisie is the basic production relation in 
bourgeois soolety. Class interests of the proletariat and 
the bourgeoisie are diametrically opposed and, consequently, 
irreconcilable. Capitalists seek to enhance exploitation, 
while workers fight to abolish the entire system of capita- 
list oppression. the working clasa is the principal produc- 
tive force of society, embodying highly developed productive 
forces, their social nature, which contradicts private-capi- 
talist appropriation. 

The contradiction between social production and private 
appropriation is insoluble within the framework of the capi- 
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talist system. It can be resolved only by liquidating private 
ownership in the means of production and its replacement by 
soeial ownership as a result of the socialist revolution. As 
the practice of the socialist commmity coumtries has proved, 
the liquidation of eapitaliam opens up broad prospects for 
fleurishing of society's productive foresees and uplift of the 
people's well-being. 

Bourgeois economists in an effort to embellish capita- 
liam often say that elasses in bourgeois society are being 
integrated, alleging that workers are "integrated" into 
eapitalign beecming owners, that there is no clear-cut dis- 
tinction between classes and that class contradictions are a 
thing of the past. Such assertions are refuted, above all, 
by the growth of the working-class movement and the inereas- 
ing number of strikes and their participants. The sphere of 
the working-class econamio struggle expands still more, as~ 
suming politieal character. 


Basie Econanic Law Producing te greatest possible amount 
of Capitalian of surplus-value ani its appro- 
priation by capitalists through 
intensifying the exploitation of wage-workers comprise the 


basic economic law of capitalian. Marx wrote in his time: 
"the directing motive, the end and aim of capitalist pro- 


duction is to extract the greatest possible emount of sur 
plus-value, and consequently to exploit labour—-power to the 
greatest possible extent.»! Consequently, this law lays bare 
the purpose of capitalist production, its driving motive, 
consisting in extracting maximum surplus-value,. This purpose 
is achieved by inereasing the mumber of wage-workers and in- 
tensifying their exploitation. The law of surplus—-value ex- 
presses the essence of capitalist exploitation, the basic 
produetion relation of capitaliom - that between capitalists 
end wage-workers. It governs the development of the capital- 
ist mode of production, all major econargic processes unfold- 
ing under capitalio. This law brings to light an inportant 
conclusion: existence and growth of capital are based on pro- 
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duction of surplus-value, and progress of the productive for- 
ces, stimulated by the law of surplus-value, leads to the 
deepening of the basic contradiction of oapitaliem. The ope- 
ration of the law of surplus-value causes the antagonism 
between the interests of workers and that of capitalists, the 
growth and aggravation of the class struggle. the lew of sur- 
plus-value is the law of evolution of the capitalist mode of 
production, leading, in the final count, to the socialist 
revolution. 

Merx's forerumers could not explain the origins of ca- 
pitelists' incomes, proceeding from the premise that workers 
sell their labour, not labour power, to capitalists. Conse- 
quently, all labour appeared to be paid, which contradicted 
their own postulate that the entire value is created by la- 
bour expended to produce commodities. Marx solved this prob- 
lem by showing that workers sell labour power, not labour. 
However, in the process of its consumption value is created 
exceeding the value of labour power. 

Thus, Marx was the first to prove that surplus-value 
arises not as a result of non-equivalent exchange, but pre- 
cisely on the basis of the law of value. Having revealed 
the secret of surplus-value Marx found a clue to ander- 
standing 4.11 ita concrete forms - profit, interest, and 
land-rent. He took the theory of surplus-value as a basis for 
analysing capital, its accumulation and its division into 
constant and variable. However, the main content of this 
theory consists in exposing the essence of capitalist exploi- 
tation and methods of its intensification, in proving that 
Class struggle is inevitable and its role in capitalist so- 
ciety immense, "The dootrine of ge rplus-value is the corner- 
atone of Marx's economic theory, | Lenin wrote. 

the theory of surplus-value has not only paramowmt 
theoretical but also tremendous practical significanoe for 
the working class. It shows thet exploitation of the working 
class is inseparable from private capitalist property, that 
it grows with the development of capitaliam, and that the 
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only way to emancipate the working class lies in the revo— 
lutionary replacement of capitalism by socialiam. The teach-~ 
ing of surplus-value, being seientific substantiation of so- 
cialism, is a powerful ideological weapon of the working class 
in the struggle against the yoke of capital. 


3+ Wages 
Essence of The value of labour power, expressed in 


Wages money, is called price of labour power or 


wages. On the surface, wages in bourgeois 
society act as payment for labour, and labour appears to be 
a commodity. This is engendered by objective conditions of 
the capitalist mode of production. For the worker his labour 
during the necessary working day serves as a means of receiv- 
ing wages, though the latter express value, produced only 
during the necessary labour time. The worker obtains wages 
having expended both necessary and surplus labour. Therefore, 
gale and purchase of labour power takes on the form of sale 
and purchase of labour. Purthermore, wages may alter together 
with the change in the length of the working day, labour 
intensity, worker's skill, owing to which wages seem to be 
the price of worker's labour, 

In actual fact, labour is not commodity since it cannot 
be embodied in labour itself. Labour is the substance and in- 
trinsic measure of value, but it has no walue itself. Com 
modity exists even before it is sold, whereas labour begins 
only after a deal has been negotiated. If labour is commodi- 
ty, whose value is fully paid for by the capitalist, then he 
will extract no surplus-value, which contradicts the capita- 
list reality. 

In fact, what stands behind wages is payment for the 
value of labour power. What is more, labour power is sold, 


as a rule, below its value. yarr wrote that “wages are not 


What they appear to be, namely the value, or price, of 
labour, but only a masked form for the value, or price,of 
labour powers, | That is why, under capitalism wages, 
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of labour power. Wages veil the essence of capitalist explo- 
itation, conceal the division of the working day into ne- 
cessary and surplus time and of labour - into paid and wn- 
paid. 

In slave-owning society, even that part of the working 
day during which the slave's labour served to restore his 
vital energy seemed to be the labour for the slave-owner, 
Under feudaliam, peasant's labour for himself is distinguishal 
from his forced labour for the landlord. Under capitalisn, 
even surplus, i.e. unpaid labour of wage-workers, seems to 
be labour paid for, and relations between workers and capi- 
talists appear, on the surface, as relations of free and 
equal commodity-owners. 

Being a transmuted form of value and price of labour 
power, wages themselves assume various forms, time-wages and 
piece-wages being the main types. 


Time-Wages Time-wages reflect the hourly, daily, week- 


ly or monthly value of labour power. price 
of labour is, in this case, a specific 


form of expressing the value of labour power, calculated on 
the basis of daily price of labour power, divided by an 
average length of the working day. Hourly payment for labour, 
as a variety of time-wages, is often employed in the capita- 
list countries. 

The analysis of the price of labour allows to see how 
intensification of exploitation is connected with changes 
in the length of the working day. Daily wages may remain the 
same or even grow, whereas the price of labour falls owing 
to the prolongation of the working day. 

To arouse material interest of workers in overtime work, 
capitalists sometimes fix inoreased hourly rate for overtime, 
though higher pay does not make up for intensiveness of wear 
of labour power, Frequently, during crises in particular, 
capitalists shorten the working day, preserving hourly rate 
and correspondingly cutting down wages. Thus, capitalists 
derive surplus—value from workers! labour without bringing 
their wages to the level which would secure them the possibi- 
lity of normally reproaucing labour power, 
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Time-wages came to existence before other Kinds of wages 
and prevailed at the initial stages of capitalist development, 
Subsequently, piece-wages came to be prevalent. However, 
over recent decades time-wages again found themselves in good 
graces of most capitalist countries (nearly 80 per cent of 
workers in the West-German and French industries, 70 per cent 
in the US manufacturing industry). This is connected mainly 
with the scientific and technological revolution, when the 
working pace and rhythm are conditioned by machines or the 
technological process rate. Thus, time~wages are combined 
with the forced pace of work. 

So-called honus warieties of time-wages have come to 
be popular, when rates of wages are differentiated depend- 
ing on the degree of fulfilling the established quotas by 
workers or when bomuses are paid for achieving certain tar- 
gets (piece-bonus system). These forms include rate- 
setting of labour, fixing output quotas, encouragement in- 
crements. 


Piece-wages Payment for labour power, calculated de- 
pending on the volume of output produced in 


a_time-unit is called piece-wages. 
They are a transmuted form of time-wages, only in this case 


expenditure of labour power is measured not by the length 

of working time, but by the amount of output produced, 

Daily output quotas and rates for each unit of produce are 
fixed, Piece-wages veil still more the exploitation of wor- 
kers, for it seems that the capitalist pays in full to 
the worker for the product of his labour. Piece-wages proapt 
workers to raise the intensity and productivity of labour, 
which results in higher profits for capitalists. Por this 
reason, piece-wages were more profitable to capitalists than 
time-wages, 

Today, the traditional wage-systems are used less fre- 
quently, increasingly giving way to piece-bonus and many- 
factor systems, under which wages depend upon a number of 
factors: output, quality of produce, saving of raw materials, 
making best use of equipment. The shift to many-factor systems 
is conditioned by growing importance of the above factors 
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owing to mechanisation of production and decrease in the 
number of employees. Bonuses are paid for fulfilling and 
overfulfilling the quotas, otherwise wages are reduced. 

New forms of capitalist piece-work are meant to squeeze 
brain and physical energy out of the worker as much as pos-~ 
sible and intensify exploitation. Wage-forms are changed 
also due to the working-class struggle and the growing re- 
sistance it offers to the old, already "discovered", forms 
of exploitation. 

Rate-setting of labour and levying a tariff on indi- 
vidual operations underlie various wage-systens,. 

Rate-setting of labour under capitalism holds as its 
aim maximum intensification of labour and reduction of out- 
lays for wages per output unit, allowing capitalists to 
augment their profits. This is achieved by setting low rates 
of time for manufacturing an article and high output quotas 
for workers. Tariff systems in capitalist countries are an 
instrument of consolidating discrimination and injustice in 
paying wages, since they establish different basic wage-rates 
for men and women, for those fulfilling the quotas, and 
those failing to do so, for grown-ups and minors, for wor- 
kers of different races and nationalities. 

Modern tariff systems are marked by the division of 
wages into two parts ~- constant and "bonus", Constant, basic, 
part depends upon the time during which workers do their 
job and the magnitude of basic wage-rate, whereas the "bonus" 
consists of various types of increments and extra earnings. 
These additions depend not only on such factors as quality 
of work, saving raw end other materials, but alsc on such 
factors, unyielding to any scientific substantion or deter 
mination, as workers' "zeal" and "behaviour", 


Collective Payment Capitalist countries increasingly 
Pees eae introduce collective bonuses such 


as the system of "participation in 


the profits", to produce the 
semblance of workerst taking part in the activity of enter- 


prises and distract them from strikes. In actual fact, under 
these systems wages are divided into two parts: the basic, 
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which is paid regularly, and to another part, which is not 
regularly paid and whose rate depends upon the margin of 
profit and on the size of saving on production costs. 

here are other collective payment and bonus systems 
in the capitalist wuntries. Workers "participate" in capital, 
huying stocks of a given enterprise (frequently they are 
forced to do so), in results of higher labour productivity 
through lowering the share of expenses on labour power in 
production costs (certain portion of economised means is dis- 
tributed among workers). Like all other wage-systems these 
forms veil capitalist exploitation and are a means of en- 
hancing it. 

Capitalists and their ideologists employ these systems 
for creating illusions of community of aspirations between 
workers and capitalists, allegedly, taking an equal interest 
in raising labour productivity and profitability of enter 
prises. However, the class struggle of the proletariat raging 
in the capitalist countries proves fruitlessness of the 
effort to thus belittle workers' class ewareness. 


Nominal and Real Standard of wages is a vital issue 
Wages from the point of view of the working- 
class interests. This standard is 
characterised by nominal and real wages. 


rhe sum of money the worker receives in the monstary 
form is called nominal wages. It is spent on the means of 
subsistence, rent, taxes, etc. Since prices of commodities 


end services do not remain stable real wages should be 
also considered. These represent the quantity of commodities 
and services the workers’! earnings allow to purchase under 
existing price level, after tax and other deductions. Con- 
sequently, the standard of real wages depends upon the size 
of nominal wages, price of commodities and services, and 
taxes, 

Climbing unemployment and its effect upon labour market, 
drawing women and poorly qualified workers into production, 
fall in demand for labour power lead to cutting down nominal 
wages and contribute to curtailing real wages. 

Such factors as rise in prices of cammodities and ser~ 
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vices, growing taxes and rent make real wages decrease, 
Even if nominal wages are on the rise, real wages may fall 
down, provided the prices of commodities increase faster 
than nominal wages. 

Increase in the volume of the working-class necessary 
requirement as society marches forward brings about higher 
real wages. However, the working class not always satisfies 
its objective requirements and only in the process of acute 
class struggle, 

Hence, there are two tendencies in real wages movement: 
towards reduction and towards increase. In certain periods, 
particularly during eceamamic crises and wars, prevalent is 
the tendency towards reducing real wages. But even under fa- 
vourable economic situation real wages may fall down, parti- 
cularly it concerns low-paid workers. When the bourgeoisie 
under the pressure of the working class is compelled to some- 
what increase real wages, it tries to make up for it by 
greater exploitation of workers directly in the production 
process. One must take into consideration that drop in real 
wages, as well as their rise, does not necessarily cover the 
entire working class, but only its certain sections. fhis 
depends upon the dynamics of nominal wages. It is elso inm- 
portant that under capitalism there exists discrimination 
in payment for labour of women, children and national mino- 
rities. 

In the 1970s the tendency towards reducing real wages 
became particularly evident due to growing inflation and 
unemployment as well as frequent recessions in production. 

Under present-day conditions, the bourgeois state, 
pursuing, since the 1960s, the so-called incomes policy, 
exercises a tremendous influence upon the standard of wages. 
The distinctive feature of this policy consists in the ef- 
forts to fix a limit on possible rise in wages on the basis 
of certain criteria, among which the principal is the growth 
of labour productivity. 

Formally, it is conducted under the flag of regulating 
not only wages, but also all other types of income, In actual 
fact, however, wages have become the main object of the in- 
comes regulation, whereas commodity prices and profits re- 


7 73) oT 


ceived by capitalists are absolutely free to rise. In the 
final count, the "incomes policy" leads to the share of the 
working people in the national income they create falling, 
No wonder, this policy comes up against the ever mounting 
resistance of the organised working class, all progressive 
forces in the capitalist state. 


National Distinctions The standard of wages differs 
in Wages considerably from one country to 
another, the fact conditioned by 
numerous factors. We shall consider the main of these factors 
in brief. 

Differing megnitude of value of labour power. As we 
already kmow, the value of labour power depends upon a nunsber 
of physical, moral and historical factors. Owing to the 
uneven economic, social and cultural development of capital- 
ist countries, the available level of labour intensity and 
the role of the historical and moral elements in various 
countries differ to a considerable extent. That is why 
the amount and character of the means of subsistence neces~ 
sary to satisfy these requirements are not equal. 

Varying dimensions of unemployment. In countries, where 


demand and supply of labour power is especially unfavourable 
for workers, capitalists set wages that are markedly below 
the yalue of labour power, Particularly low are workers! 
wages in economically backward countries, In any of then, 
workers bear the burden of severe national and social op-~ 
pression and are subjected to national and social discrimi- 
nation in payment for their labour. 

Difference in levels of qualification and number of 
trained workers. fThe bigger the share of unskilled workers 
the lower the average national standard of wages and vice 
verse. 

Unequal degree of the working-class organisation, poli- 
tical and trade-ummion wity of workers and acuteness of the 
Class struggle in different countries. 


To provide a correct characteristic of the standard of 
wages in one or another country, one must take account of 
some other factors, such as the working day's length and in- 
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tensiveness of labour, It is quite possible that nominally 
higher wages in one cowtry, provided the longer working day 
and more intensive labour than in other cowtries, would 

be really lower than in other cowtries, in other words, 
they would be insufficient compensation for the longer 
working time and more intensive labour. 


Working-Class Struggle Capitalists do their best to 
for Increasing Wages reduce wages for the sake of 
cutting down production costs 
and raising the mass and rate of surplus-value, Their ef- 
forts are also backed up by the unemployment. Hence the ten- 
dency towards a drop in wages below the value of labour 
power, 

However, for workers wages are the sole source of their 
existence, of rehabilitating their ability to work. ‘There- 
fore, they are fighting for raising their wages. The outcame 
of the struggle depends upon the balance of class forces. 

Wages are one of the main economic objects of their 
class struggle, including their standard, ways of their cal- 
culation, methods of rate-setting of labour, fixing output 
quotas and wage~rates. 

Today, workers in capitalist coumtries are fighting for 


increasing the minimum of wages, eliminating discrimination 


in wages and their indexation (ensuring the growth of wages 
in accordance with price rise). 


The world socialist system and mounting revolutionary 
onslaught of the working-class and national liberation moven- 
ent on monopoly capital make the modern conditions favourable 
for the workerst struggle. Now, workers can, by rallying 
round their revolutionary vanguard and intensifying the class 
struggle, obtain higher wages and secure the satisfaction of 
a number of other economic demands. 


Criticiam of Bourgeois There exists a whole set of va- 
Theories of Wages riations of bourgeois theories 
of wages. Their gist boils down 
mainly to depicting wages as that part of value which is 
created by the worker's labour and alleging that profit is 
produced by capital. This viewpoint arises from the above~ 
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mentioned theory of production factors. Along with this, 
bourgeois theoreticians are today seeking out methods to 
substantiate and justify the policy of "freezing" wages. Pro- 
minence here is given to the concept of "inflation spiral of 
Wages and prices", which postulates that increase in wages 
leads, by multiplying production costs, to rise in prices 

not only in a given branch, but also in other branches con- 
nected with it. Hence the overall price rise. Therefore wor- 
kers are forced to demand new wage increases, resulting in 
new price rise and so on with this circuit being endless. 

It turns out that everything workers gain as wage-pickers 
they lose when they act as buyers. It follows fram this con- 
cept that losers are not only workers but also other sections 
of population. The worsening of the working people's condi- 
tion, according to bourgeois economists, results from "egois- 
tic” aspirations of the working class, rather than from ope- 
ration of economic laws of capitalism. 

Advocates of this concept suggest that workers should 
given up their struggle for higher wages. 

In his time, Marx disproved the inventions that prices 
of commodities are regulated by wages (see Wages, Price and 
Profit). In practice the wage rise affects not the level of 
prices but that of profits. 

Another widely spread bourgeois theory is the theory of 
"compensation", which holds that wages only satisfy physio- 
logical requirements and they are sufficient to serve this 
purpose, Hence no need to fight for higher wages. As to 
emotional and social requirements, they should be "compensa- 
ted" at the expense of such factors as "participation in the 
profits", "suspended payments", pensions, allowances, etc, 
It is a well-known fact, that all these "suspended payments" 
allow capitalists to use a part of wages over a certain 
period of time, to raise profitableness at the expense of 
harsher exploitation of the working class. 


Chapter 5 


ACCUMULATION OF CAPITAL. THE PRESENT-DAY POSITION 
OF THE PROLETARIAT 


1. Essence of Capitalist Accumulation 


Simple and Extended In order to exist society mst con- 
Reproduction stantly produce material wealth: 
means of production and consumer 
goods. Hew goods must be produced to replace those that have 
been consumed. This means that social production must be con~ 
tinually renewed. The continuous renewal of production is 
called reproduction. 

In this proceas not only the material wealth, but also 
labour power and relations between people (the relations of 
production), the relations of the given mode of social pro- 
duction are reproduced. 

The are two kinds of reproduction: simple and extended, 

Simple reproduction is the reproduction that takes place 
when production merely repeats itself, when the newly created 
means of production and consumer goods replace those that 
have been used up. As distinct from simple reproduction, ex- 
tended reproduction is a renewal of production on an increased 
or extended soale. More means of production and more con- 
sumer goods are produced than the number required to replace 
those that have been consumed over the preceding period, 

Under capitalism reproduction is simple when the func- 
tioning capital is reproduced each year on the same scale, 
Simple reproductign means that the total surplus-value created 
yearly by the labour of wage-workers, is used up by the 
Capitalist for his personal consumption. 

Analysis of simple reproduction makes it possible to ex- 
pose some essential features of capitalist reproduction, 
which characterise its exploiter nature. It shows that 
(1) both constant and variable capital is not in fact the per- 
sonal property of the capitalists, it is rather appropriated 
by them in the process of exploiting wage-workers, It follows 
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then that capital must belong to the workers, rather than the 
capitalists. This analysis also shows that (2) in the process 
of reproduction the workers are always compelled to sell 
their labour power to the capitalists, i.e. to remain wage-~ 
workers, while the capitalists remain exploiters. fo put it 
differently, simple reproduction alone makes it possible to 
conclude that capitalist reproduction, as has been noted 
above, is the reproduction not only of the material wealth, 
but also of the capitalist relations of production, 

As distinct from simple reproduction, under extended re- 
production part of the surplus-value is used to increase the 
scale of production, i.e. it is added to the amount of the 
functioning capital. This addition of surplus-value to capi- 
tal, the transformation of surplus-value into capital is 
called accumulation of capital, 

To appropriate the maximum of possible surplus-value, 
the capitalists do whatever they can to intensify the exploi- 
tation of wage-workers through the capitalist rationalisation 
of production, by the use of more advanced technology and an 
"improved" system of labour organisation so as to drive the 
workers harder. All this is achieved through the expansion 

of productian,. 

Bitter rivalry between capitalists trying to sell the 
commodities produced at their enterprises as profitably as 
possible is a typical feature of capitalism. This also can- 
pels them to expand production, as large enterprises are 
more competitive, Jt must be noted that under capitalism 
limited production also occurs, 


Concentration and There are two ways of forming big 
ese of capital. The first is the concentra- 


tion of capital, i.e. its increase by 
the addition of surplus-value. fhe 
concentration of individual sums of capital increases the ag- 
gregate social capital. 
Centralisation is another way of forming big capital. 
This is the amalgamation of individual sume of capital into 
one large capital. This does not increase the social capital, 
it being merely redistributed among the capitalists and con- 
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centrated in fewer hands. Joint stock companies are one form 
of the centralisation of capital. 

A widespread way of centralising capital is the take- 
over or absorption of smaller, less competitive enterprises 
by larger concerns in the course of the competitive struggle. 

Even though the concentration and centralisation of ca- 
pital are different things, they are essentially interlinked 
and interdependent. Both lead to the formation of bigger 
sums of capital. 

Concentration and centralisation of capital lead to the 
concentration of production, i.e. to an enlargement of enter- 
prises and the concentration of the means of production, work- 
ere and output in increasingly large enterprises. 

The concentration of production has a dual effect. On 
the one hand, it intensifies the exploitation of the working 
people and so enriches the capitalists, since large enter- 
prises are better able to apply the whole system of capital- 
ist rationalisation, aimed at the maximum intensification of 
labour and more effective exploitation of the workers. On 
the other hand, the concentration of production leads to the 
concentration of workers at large enterprises, and so to 
their rallying in powerful proletarian organisations. 


Organic Composition AS capital expands, its two parts 

of Capital (constant and variable) do not in- 

crease in the same proportion. 

This leads to a change in the composition of capital. Phere 
are three forms of the composition of capital: technical, 
value, and organic. The relation between the mass of the 
means of production and the number of workers employed is 
called the technical composition of capital. It is an indi- 
cation of the equipment available to labour. The more equip- 
ment, instrument and other means of labour every worker uses 
and the more objects of labour he handles , the higher is 
the technical composition of capital. 

The technical composition of capital should not be con- 
fused with the value composition of capital, which is the 
relation between the value of the means of production and the 
value of the labour power. It shows the correlation between 
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the conditions for the production of surplus-value (the mag- 
nitude of the constant capital) and the source of surplus- 
value (the magnitude of the variable capital). 

The technical and value campositions are closely inter. 
connected. When the technical composition grows, the value 
oomposition grows accordingly if the prices of the means of 
production and of labour power remain unchanged. as the pro- 
ductive forces develop, both the technical and value compo- 
Bitions of capital change. An increase in the technical com- 
position of capital ie reflected in a growth of the power- 
to-man ratio in production and in its growing mechanisation 
and automation. 

The relation between the value of the constant capital 
and the value of the variable capital, determined by the 
technical composition of capital, is called the organic com- 
position of capital. 

The extension of the production of capital is generally 
attended by its capitalist rationalisation, including tech- 
nical modification. As a result, the organic composition of 
capital increases. According to Soviet estimates, the orga- 
nic composition of capital in the US processing industry 
amounted to 7.2:1 in 1940, 9.8:1 in 1950,and 12.6:1 in 1960. 

Today, under the impact of the scientific and technical 
revolution, there have emerged some contradictory trends in 
the dynamics of the organic composition of capital. On the 
one hand, extensive changes in the technology of production 
lead to its further growth, on the other, an increased number 
of skilled workers employed in production and savings in 
fixed assets give rise to the opposite trend, viz., to a de- 
crease in the organic composition of capital. 


Factors Affecting the Changes in the organic composi- 
pice tr oe tion of capital affect the crea- 


tion of surplus-value because it 
it derived from variable capital. The share of variable capi- 
tal falls as the organic composition of capital rises. The 
mass of surplus-value created with a capital of the same size 
decreases accordingly. The possibility of the capitalisation 
of surplus-value, i.e. of the accumulation of capital and the 
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expansion of production, decreases too. In these conditions 
capitalism's intrinsic tendency to increase accumulation 
breaks its way through in the following manner. 

When the ratio of the surplus-value consumed and the 
surplus-value accumulated is constant, the amount of accumu- 
lation depends on the rate of exploitation of workers. The 
capitalist must therefore constantly concern himself with 
stepping up the rate of exploitation. 

The growth of labour productivity is an important fac~ 
tor facilitating accumulation. A growth of productivity in 
the consumer industries and in industries which produce 
means of production for the consumer industries reduces the 
value of labour power. As a result, the relative surplus- 
value grows. 

Besides, a growth of labour productivily leads to a re- 
duction in the value of the means of production. When this 
reduction in value brings about a reduction in the price of 
the means of production, less money is spent on their pur— 
chase after the recuperation of the means of production that 
have been consumed in production. The money thus saved is 
used to expand production. 

fhe amount of accumulation is also affected by savings 
in the constant capital and increases in the capital invested 
in production. 


2. Capitalist Accumulation and the Formation 
of an Industrial Reserve Army 


Relative Surplus. We have seen that the share of constant 
Population capital increases and the share of 
variable capital decreases as’ the 
organic composition of capital rises. 

This does not mean that variable capital decreases in 
ebsolute terms too: its absolute size grows with the growth 
of capitalist production. 

This happens because capitalist production expands, draw- 
ing an increasing number of working people within its orbit. 
The proletarianisation of working people is growing in capi- 
talist society. The working class is swelling both in absolute 
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and relative terms. But variable capital grows more slowly 
than constant capital. As a result, the demand for labour 
power increases in absolute terms but drops in relation to 
the size of constant capital and, consequently, to the func- 
tioning capital and the scale of production as a whole. 

The systematic lagging of the demand for labour power 
behind the rate at which capitalist production grows creates 
a situation when quite a few workers, particularly the older 
generation and workers in outdated professions, and also 
part of the young generation, lose their jobs. Extended ca- 
pitalist reproduction creates a relative surplus of workers, 
a relative surplus population. We call it relative because 
there are not too many workers in general, but there are too 
Many workers in relation to the needs of capitalist produc- 
tion. Under the different social system (socialiam), the 
grewth of production and technological, organisational and 
economic progress do not create a surplus of workers. This 
system knows no unemployment. There is enough work for the 
entire able-bodied population. 

The relative surplus population takes on a variety of 
forms. 

First, there is a floating surplus. This one is oreated 
when workers are alternately thrown out of production and 
drawn back, but now in fewer numbers. 

Second, there is a latent form of the relative surplus 
population. A large part of the latent surplus population 
comes from the mass of poor and ruined middle peasants. They 
get such meagre incomes that they are always on the verge of 
joining the ranks of wage-workers. Many peasants are compel- 
led, alongside the work on their farms, to hire themselves 
out "on the side", 

The small artisans in towns can also be included in the 
latent surplus population. Their low living standard conti- 
nually tempts them to give up their trade and join the army 
of wage-workers, when conditions favour this. The part-time 
workers, too, belong to the latent surplus population. 

This relative surplus population is called latent be- 
cause the peasants and artisans have a business of their own, 
and the part-time workers, an occupation. Im reality, how- 
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ever, they are part of the industrial reserve army. 

The latent surplus population also includes the house- 
wives engaged exclusively in house chores because they simply 
cannot find a job outside their homes. Yet bourgeois statis- 
tics count them in as employed. 

Third, there is a stagnant form of the relative surplus 
population. This includes the section of the working class 
in very irregular employment. They have no regular source of 
income and exist on chance part-time jobs, 

Pinally, there is a yet lower stratum of the relative 
surplus population, which, as Marx said, dwells in the sphere 
of pauperism, “Pauperism", he wrote, " is the hospital for 
the active labour-army and the dead weight of the industrial 
reserve army." 

These are the people who have long since been ousted 
from production and have lost all hope of ever returning, 
These are the impoverished and degraded old men and women, 
the cripples, incapacitated workers, etc. 

And then there are the vagabonds and other declasse ele- 
ments, i.e. the disgusting product of capitalist society, 


which permeates it in abundance and is a living proof of its 
depravity. 


Industrial These strata of bourgeois society, redund- 
a ant to capitalist production, are the in- 


dustrial reserve army. When the capitalist 
needs workers, he finds them on the labour 
market, 

The size of the industrial reserve army is greatly af- 
fected by the use of foreign labour power. Foreign workers 
who have come to a particular country in search of employment 
offer their labour power almost for nothing. They are de- 
prived of any right that would allow them to demand decent 
wages, 

The constantly abundant supply of labour, including 
foreign, leads to competition among the workers and the de- 
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sire to be the first to get a job and keep it. The capitalists 
use this to maintain wages at a low level for both workers 
newly engaged and those who are in work. 

the communist and working-class movement in the capital- 
ist countries, therefore, constantly faces the important task 
of strengthening the class solidarity of workers, of organis- 
ing joint actions by the employed and unemployed aimed at 
frustrating the entrepreneurs' attempts to use the industri- 
al reserve army to lower wages. 

fhe industrial reserve army is not stable in its compo- 
sition. 

Under present-day capitalism, unemployment is mass and 
chronic. It increases greatly during the crises of over- 
production, when production contracts, and decreases some- 
what during booms. During the cyclic economic crisis that 
gripped the capitalist world in 1974-1975, the number of 
totally unemployed people in the developed capitalist count- 
ries exceeded, according to UN figures, 15 million. In the 
subsequent period, unemployment did not decrease either 
(though production grew somewhat), with the number of jobless 
going up each year. Unemployment reached 31 million in 1984, 
The monopolies often transfer labour-intensive enterprises to 
regions where labour power is cheap, such as the developing 
countries. This also results in growing uwnemployment. 

Modern capitaiism is also characterised by partial un- 
employment. This means that a large proportion of the labour 
force is employed on part-time jobs daily or weekly owing to 
the existence of chronically idle capacity. 


Criticism of the Bourgeois Unemployment is the scourge 
Theories of Unemployment of capitalist society, its 
most obvious fault. Small 
wonder, therefore, that the apologists of capitalism spare 
no effort to absolve that system of its responsibility for 
joblessness. 

The British bourgeois economist John Maynard Keynes, for 
example, looks for the cause of unemployment in people's 
psychology. He says that as incomes grow, people prefer to 
save money rather than buy consumer goods. That is why the 
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effective demand drops and production is curtailed. This is 
the way the capitalists act, too. They prefer to keep their 
wealth liquid, i.e. in cash, instead of using it for the 
expansion of production. 

Keynes believes that under capitalism unemployment can 
be done away by taking government measures. Growth of pri- 
vate and state capital investments ig a key, he maintains, 
to the attainment of full employment. Moreover, he gives pre- 
ference to investments which do not increase the mass of 
consumer goods. War production is high on his list of priori- 
ties. 

In reality, however, joblessness is an inevitable con- 
comitant of capitaliam, being the result of the operation of 
the economic laws of capitalism. 

To save Keynes's bankrupt theory, bourgeois economists 
are now saying that full employment doeB not necessarily 
mean complete absence of unemployment. US economists, for 
example, call the wnemployment of 4 to 5 per cent of the 
labour force in the United States "full employment*. 

US bourgeois economists speak now of two types of un- 
employment: (1) deflationary, and (2) technological. The 
cause of deflationary wnemployment, they maintain, is an 
insufficient demand for labour power. Technological unemployn- 
ent, they say, is caused by a disparity between the skills 
of the unemployed and the available vacancies. Bourgeois 
ideologists make a qualitative distinction between these two 
types of unemployment. Moreover, they argue that technologi- 
cal unemployment is temporary and compatible with full ex- 
ployment. 

This artificial division of unemployment into two basi- 
cally different types has the aim of maxing it look harmleas 
and temporary, of concealing the inability of the bourgeois 
state to resolve this grave problem. 

fo explain unemployment bourgeois ideologists continue 
to fall back on the theory of the prominent British economist 
Thomas Malthus. He formulated the "law" of population, accord- 
ing to which mankind multiplies in a geometrical progression, 
while, owing to natural limitations, the production of consum 
er goods only increases in an arithmetical progression and 
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so lags behind the population growth more and more. He main- 
tained that the only way to liquidate disproportion between 
the population figure and the mass of consumer goods pro- 
duced was to check the growth of world population. For this 
reason Malthus and his followers considered wars and epi- 
demics a boon for mmankind because they took away many human 
lives. 

As distinct from Malthus's eternal "law" of population, 
Marxiam-Leniniam maintains that every socio-economic forma- 
tion has its own population law, which is engendered not by 


nature, but by the economic conditions prevailing in that 
society. 


The capitalist law of population is reduced to the fol- 
lowing: the accumulation of capital leads to conditions in 


which part of the working population inevitably forms a re- 
lative surplus, is ousted from production, loses employment 
and sinks into poverty. 


General Law of The wealth of the capitalists grows 
Cees es continuously with the accumulation of 


capital, while the position of the 

working class deteriorates, This is 
because surplus-value is the source of the accumulation of 
capital and all methods of producing surplus-value are at 
the same time methods of accumulating capital. 

With the development of capitalist production the ab- 

S0lute mass of the proletariat exploited by capital grows, 
and so does the relative surplus population, the industrial 
reseve army. The accumulation of capital leads to a deterio- 
ration of the position not only of the unemployed, but also 
of the active population. 

Pormulating the universal law of capitalist accumula- 
tion, Marx wrote: "The greater the social wealth, the func- 
tioning capital, the extent and energy of its growth, and, 
therefore, also the absolute mass of the proletariat and the 
productiveness of its labour, the greater is the industrial 
reserve army... But the greater this reseve army in propor- 
tion to the active labour army, the greater is the mass of a 
consolidated surplus population, whose misery is in direct 
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proportion to the labour put in. The more extensive, finally, 
the lazarus-layers of the working class, and the industrial 
reserve army, the greater is official pauperism. This is the 
absolute general law of capitalist accumulation, "' 

This law is universal in the capitalist world. at the 
same time, as Marx explained, "Like all other laws it is 
modified in its working by many circumstances, "~ Depending 
on these circumstanceg, the forms of manifestation of this 
law and its action are determined by concrete capitalist 
realities. This should be specially emphasised because the 
opponments of Marxism-Leniniam assert that the universal law 
of capitalist accumulation operates in capitalist society 
intermittently and sporadically, and not continuously. 


3. Deterioration of the Position of the Working 
Class: an Objective frend in the Development 
of Capitaliam 
The deterioration of the position of the proletariat, of 
all the working people is the most important socio-economic 
consequence of the operation of the universal law of capital- 
ist accumulation and the main economic law of capitalim., 
This deterioration, which is an intrinsic feature of capital- 
ism, takes on two forms: relative and absolute, 


Beterete Deteriorations The relative deterioration of 
f t 
. here ae peo er ane the position of the proletariat 


memms the deterioration of its 

position vis-a-vis the growing 
Wealth of the bourgeoisie. Marx described this process as 
follows: "The condition of the workers... worsens relatively 
in the same ratio as the general wealth increases, i.e. as 
Capital is accumulated." 


1 Karl Marx, Capital, Vol. 1, p. 603. 

2 Ibid., 

3 Karl Marx, Theories of Surplus-Value, Volume Iy¥ of Capital, 
Part II, Pe 3356 


The relative deterioration of the proletariatts posi- 
tion is characterised by several indicators. 

First, it is seen in the decreasing share of the working 
Class in a country's national income and its aggregate social 
product. 

Second, the relative deterioration of the position of 
the working class can also be seen by comparing the dynamics 
of worker wages and that of capitalist profits. As a result 
of the bitter struggle waged by the working people in the ca- 
pitalist world, they do get their pay rises time and again. 
But these rises are a far cry from the growth of capitalist 
profits. In the United States, for example, in the period 
between 1950 and the late 1960s the hourly wages of workers 
in the processing industry increased 40 per cent, whereas 
the profits of the joint-stock companies grew 100 per cent, 
The trend continued in the 1970s. The profits of 50 biggest 
industrial corporations in the capitalist world went up 
30 per cent between 1974 and 1979. In 1979 alone, the net 
profits of the biggest US monopolies increased 20 per cent. 
These monopolies retained the same level of profit in 1980, 
too, despite a slump in production. at the same time the 
"incomes policy", so loudly advertised in the capitalist 
countries, resulted in a meagre growth of the workers’ nami- 
nal wages which did not exceed several per cent. Moreover, 
in most cases it was eaten up by inflation, resulting in an 
actual drop in real wages. 

Third, the relative deterioration of the position of the 
working class becomes also evident if we compare the share 
of the working people in the national wealth and that of the 
ruling classes. In the United States, for example, 10 per 
cent of the population in the highest income bracket have 
appropriated nearly half of the national wealth. A similar 
situation exists in other capitalist countries, too, 

The workers compare their modest living standard with 
the lavish life styles of the ruling classes and clearly see 
an immense gap dividing them. 
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Marx gave a graphic and convincing example, illustrat- 
ing the relative deterioration of the proletariat's posi- 
tion. He wrote: "A house may be large or small; as long as 
the surrounding houses are equally small it satisfies all 
social demands for a dwelling. But let a palace arise beside 
the little house, and it shrinks from a little house to a 
hut. The little house shows now that its owner has only very 
slight or no demands to make; and however high it may shoot 
up in the course of civilisation, if the neighbouring palace 
grows to an equal or even greater extent, the occupant of the 
relatively small house will feel more and more uncamfortable, 
dissatisfied and cramped within ite four walls."! 

The statistics showing the relative deterioration of the 
proletariat's position in capitalist society are so obvious 
that the strains of the opponents of Marxism-Leninism to pro- 
ve otherwise can only be called an open and cynical apology 
of the bourgeois system. Phis anti-Marxist position has found 
its most general expression in the "revolution in incomes" 
theory. It boils down to the following: incomes in modern ca-~ 
pitalist society are being levelled off, i.e. the share of 
the high incomes of the ruling classes is falling, while the 
level of the incomes of the working classes is rising, In 
reality, however, a quite opposite trend is observed, viz., 
the incomes gap is growing wider and wider. 


Absolute Deterioration The position of the proletariat 
of the Position of the 
Working Class under capitalism is deteriorat- 


ing both relatively and absolu- 

tely. The absolute deteriora- 
tion means a lower living standard of the proletariat as cam- 
pared with the previous period irrespective of the wealth of 
the bourgeoisie. 

The notion "living standard* should be taken broadly, 
meaning the aggregate conditions in which the working people 
live and work, The living standard is determined by the fol- 
lowing factors: 


1 at aaa Frederick Engels, Collected Works, Vol. 9, 
De e 
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First, it ia the level of real wages. This depends on 
the level of nominal wages, prices for consumer goods and 
services, rent, tax burden, and the like, 

Second, the workers! position depends on the level of 
unemployment which affects the living standard of both un- 
employed and employed. A working member of the family has to 
support the one who has lost his job even though he receives 
the unemployment benefit, because this benefit cannot, of 
course, guarantee normal life conditions. Apart from that, 
he must save part of his wages "for a rainy day", for fear 
of finding himself in the same sorry plight. The workers! 
wages go down because of other factors, too. Fhe capitalists, 
for instance, make use of the increased supply of labour on 
the part of those who have lost their jobs to cut down the 
wages of those workers who are still in work. Mmemployment, 
however, does not affect only the size of the workers' wages. 
Having lost his job, the worker also loses his skills, and 
his labour power disintegrates, For this reason even having 
eventually found a job, the worker is unable to earn . his 
former wage and provide the former conditions of life for 
his family. 

fhird, the workers’ living standard is affected by the 
decay of some outdated branches of the capitalist econany, 
which happens due to technological progress. The workers of 
enterprises which close down or curtail their production, 
lose their jobs and are no longer able to find employment 
in their former trades. 

Fourth, the workers' living standard depends on the 
duration and intensity of labour, The latter factor is 
acquiring tremendous importance in today's capitalist society. 
When the intensity of work exceeds the normal, the worker is 
quickly exhausted physically, his nervous system breaks down 
and he loses the ability to control his actions. Hence the 
numberous cases of nervous and psychic diseases and indust- 
rial injuries, including lethal. 

Fifth, living conditions are also important. The noaring 
rent in the capitalist world deprives many working people of 
a chance to have a decent home, and this negatively affects 
their standard of living. 
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"Sixth, other social factors are of no lesser importance. 
These include the provision of health care (which is very 
expensive in the capitalist world), social security progran- 
mes, and the like. 

Seventh, the working classt living standard is affected 
by the measure its cultural wants are satisfied (for example, 
the ability to receive an education, etc.). 

And, finally, the position of the working people, in- 
cluding that of the workers, largely depends on the milita-~ 
risation of the economy and on wars. These bring about higher 
inflation rates, a drastic rise in the cost of life, heavy 
taxes and the uncontrolled intensification of labour, to say 
nothing of outright starvation and a huge toll of human li- 
VeSe 

All these factors should be taken ti consideration when 
characterising the working class! standard of living. This 
can fall as regards all or several indicators. In either 
case, however, the position of the proletariat deteriorates 
absolutely. yet oversimplification should also be avoided, 
One should not think that the position of the working class 
is deteriorating in absolute terms every year, every month, 
and every day in all the capitalist countries at once. This 
process is much more camplicated,. Capitaliam is characterised 
by a tendency toward a general deterioration of the position 
of the proletariat, including the absolute deterioratian. 
This means that the capitalists always strive for enrichment 
and secure the maximum possible profit by stepping up the ex- 
ploitation of the working class and lowering its living 
standard, 

Under capitalism, however, there are factors which ham- 
per the capitalists and act as a counteracting tendency. 
These are the organisation of the proletariat and its strug- 
gle for its vital rights. The example of the socialist count- 
ries, where the working people's living standard is steadily 
rising, is a factor enhancing this counteracting tendency. 
Being aware of this, the proletariat in the capitalist count- 
ries is stepping up its struggle against capitalist oppres- 
Sion. AS a result, the capitalists are often forced to make 
certain concessions and satisfy the workers! demands. Due to 
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this, there are periods in capitalist society when the work- 
ing class succedds in slightly improving its position. But 
this does not remove the capitalist striving for enrichment 
at the expense of the worsening position of the proletariat. 
The capitalists, having given in as regards some indicators 
of the living standard, often succeed in lowering it as re- 
gards the other indicators. When the proletariat's resis- 
tance to the bourgeoisie slackens or there emerge condi- 
tions favourable for an attack on the working people's vital 
rights (for exemple, during crisis or slumps in production), 
the position of the proletariat deteriorates as regards most 
(or even all) indicators characterising the people's standard 
of living. 

So, the deterioration of the working class' position 
under capitaliam is not its absolute law. It is rather an 
objective tendency, or, to put it differently, it is an eco- 
nomic law of a tendency toward a deteriorating position of 
the proletariat. Lenin wrote: "We actually see that capital- 
ism has a tendency to engender and increase poverty, which 
acquires tremendous proportions when the above-mentioned 
counteracting tendency is absent,."| 

Lenin developed Marx's teaching on the position of the 
proletariat under capitaliam. In his review of Karl Kaut- 
sky's book Bernstein und das sozialdemokratische Programm. 
(Bine antikritik) (Bernstein and the Social-Democratic Pro- 
gremme,. An Anti-Critique), he noted two phenomena character- 
ising the proletariat's position: (a) the growth of poverty, 
"physical poverty"; (b) the growth of poverty "not in the 
physical but in the social sense". Both are typical of ca- 
pitaliam and characterise the absolute deterioration of the 
proletariat's position. 

The absolute deterioration of the working class! posi-~ 
tion in the physical sense means a decline in the consumption 
of material wealth and services, a worsening of living con- 
lvV.1. Lenin, Collected Works, Vol. 4, pe. 201. 

2 Ibid. 


ditions, a rise in industrial injuries and diseases, a high 
mortality rate, etc. as compared with the previous period. 
This deterioration ia not continuous and universal, though 
it happens rather frequently. As Lenin noted, it occurs in 
"capitalism's peripheral regions", i.e. in the dependent 
countries, the area of active capitalist expansion, 

The absolute deterioration of the proletariat's posi-~ 
tion in the physical sense is observed in the so-called 
disaster areas in industrially developed capitalist count-~ 
ries. These are often regions where obsolete industries are 
located. fPhey become such owing to progress in technology. 
Because of the extremely high wnemployment figure, the work- 
ing people in such regions drag out a miserable existence 
on the verge of beggary. 

The Ruhr region in West Germany and the Lorraine region 
in France have turned into disaster areas in recent years 
owing to the crisis in the iron-and-steel industry. Italy's 
southern regions are in the same sorry plight. 

The absolute deterioration of the working class? posi- 
tion in the physical sense is observed during econamic orises 
and depressions. During the world econamic crisis of 1974-75 
this deterioration was the result of a tremendous rise in 
unemployment, inflation, cost of life end taxes. During 
these two years the cost of life in the developed capitalist 
countries went up 25.4 per cent on the average. In 1975 alone 
taxes increased as follows: 34 per cent in Britain, 27 per 
cent in Italy, and 12 per cent in FPrance and Japan. The in- 
crement in nominal wages that had been won by the working 
people was eaten up by the price increases for consumer gooda 
and services. During this period the food prices grew 33 per 
cent on the average, while the cost of health care and rents 
went up 27 and 33 per cent respectively. As a result, the 
working people's real wages dropped, 

The situation in the capitalist world has not improved 
in our days either (the early 1980s). sas has been noted 
earlier, in 1980 full wmemployment alone reached 19 million 
in the industrially developed capitalist countries, which 
is a staggering fugure indeed. In the second half of the 
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1970s consumer prices went up 8&9 per cent amually. In 

1980, according to the Organisation for Economic Co-operation 
and pevelopment (OEcp), they jumped 12.3 per cent om the 
average, Price rises outstrip increases in nominal wages 
throughout the capitalist world. as a result, real wages con- 
tinue to decrease, In the second half of the 1970s this down- 
Ward trend was observed in the USA, France, Britain, Sweden, 
Finland, Nerway, Spain, Canada, Japan, and some other capi- 
tealist countries. 

The reactionary forces in the capitalist world, prima- 
rily in the Mited States, have lawmched an wprecedented 
arms race. Allocations for this purpose are increasing every 
year, whereas budget appropriations for social, cultural and 
everyday needs of the population are being cut down. 

Capital®’s onslaught on the working people's conditions 
of life hits especially hard those sections of the population 
Who are discriminated against in their wages depending on 
their race, nationality, sex or age. These include foreign 
workers and old-age pensioners whose fixed income is regular- 
ly slashed by inflation and the rising cost of life. As a re- 
sult, the income of many sections of the working people in 
the capitalist countries is below the established poverty le- 
vel. In the USA for instance, the share of these people in 
the population averaged15 per cent in 1984. 

Now let us discuss the absolute deterioration of the pro- 
letariat's position in the social sense, This means an abso- 
lute growing gap between the level of society's wants and the 
working class' living standard. 

Reproduction of labour power involves consumption of a 
certain amount of material goods and services. In keeping 
with the law of growing social requirements’ and as a result 
of the increasing intensity of labour, the normal reproduc- 
tion of labour power requires that an increasimg quantity of 
material goods, social, cultural and every-day services are 
consumed. Yet, as often happens, even when real wages go up 
and other indicators of the living standard improve, the gap 
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between the increased wants and the degree to which they are 
met widens rather than narrows. The complete reproduction of 
labour power becomes increasingly difficult and unattainable, 
fhis is what is called the absolute deterioration of the pro- 
letariat's position in the social sense, 

Bourgeois economists and other opponents of Marrism 
Leniniam seek to prove that there is no absolute deteriora- 
tion of the proletariat's position under capitalism. they 
even try to create the illusion that capitalist society 
shows concern for the good of the people. fo this end they 
advance the demagogic slogan of improving the "quality of 
life" of the working people, which, they allege, is quite 
possible in the capitalist context. To prove this they refer 
to a time which was indeed characterised by a certain increa- 
se in the proletariat's real wages and an improvement of 
other indicators of its living standard, In the postwar pe- 
riod, for example, real wages in some capitalist countries 
did rise as compared with the prewar years. The workers began 
to buy more consumer goods, especially those that were the 
fruits of scientific and technical progress (regrigerators, 
radio receivers, tape recorders, TY-sets, etc.). On the 
strength of these facts, the apologists of capitalism began 
to assert that the life conditions of the proletariat, of all 
working people under capitalism improve rather than deterio- 
rate. fhey said that capitalism was changing its nature, 
growing over into a new, "welfare" society for all, where 
there were no rich and no poor and where the living standard 
of all sections of the population was on a continuous rise, 

But these anti-Marxist assertions were refuted by the 
capitalist reality. First, the working people's real wages in 
the capitalist world fréquently drop, as do the other indi- 
cators of their living standard. Besides, rising real wages 
do not necessarily mean that the absolute deterioration of 
the proletariat's position has stopped. This process may and 
does take the form of absolute deterioration of the proleta- 
riat's position in the social sense, Second, the workers are 
waging a bitter struggle with the bourgeoisie for their vital 
rights and, as a result, secure by themselves certain improve- 
ments in their life conditions, such as higher wages, better 
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health care, education and social security. and this is not 
@ present from the capitalists, as their supporters would 
want us to believe. 

At the same time the working class is well aware that 
in order to change its position drastically, to overcome the 
action of capitalism's inherent law of a tendency toward a 
deteriorating position of the proletariat, it must combine 
the econamic struggle against the effects of capitalist ex- 
ploitation and the political struggle against its causes. 
What is needed, therefore, is a fundamental, revolutionary 
shake-up of capitalist society and its transformation along 
new, socialist lines. 


Deterioration of the Position The law of a tendency to- 
of Other Sections of the 
Working People ward a deteriorating po~ 


sition of the proletariat 

affects the other sec~ 
tions of the working population, too. These are peasants, 
farmers, small businesamen, the lower layer of the intel-~ 
ligentsia and employees. 

Although there are periods when their income increases, 
the rate of such an increase is much slower than that of the 
bourgeoisiets income. This means that the position of these 
sections of the population deteriorates relatively. But this 
is not all (as in the case of the proletariat). very often 
their living standard decreases in absolute terms, too. These 
sections, just like the workers, suffer from inflation, the 
rising cost of life caused by soaring prices, the growing 
tax burden, and the like, 

Peasants and farmers suffer most fram the wholesale 
buyers of their produce, whereas small businessmen are most 
painfully hurt by the merciless exploitation of the big mo- 
nopolies in whose bondage they often are, 

The peasants, farmers and small businessmen are held in 
wholesome bondage by the banks. Im an attempt to survive eco- 
nomically, they are compelled to seek bank credits and loans 
on pawn. AS a result, their bank debts increase every year. 
They pay the banks exorbitant interest rates and often lose 
all their property. In West Germany, for example, the pea- 
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sants' credit debts nearly equal the aggregate sum of their 
annual sales. In Nenmark, one third of the cost of one 

year's farm produce goes for paying the interest and partial- 
ly settling the debts. 

Besides, as often happens, the small producers who are 
unable to survive the fierce competitive struggle with big- 
ger entrepreneurs, go bankrupt and join the army of waged 
workers or became unemployed. 

AS @ result of the ruin of peasants and farmers, the 
share of those employed in agriculture in the capitalist 
countries is contimously decreasing. In France, for example, 
in the early 20th century the peasants accounted for 45 per 
cent of the gainfully employed population, whereas by the 
early 1970s the figure dropped to 13 per cent. In the United 
States, as little as 5 per cent of the active population 
worked in agriculture in the early 1970s, and the muamber of 
American farms is diminishing. According to Canadats Minis- 
ter of Agriculture, no less than half of the farmers left 
the country's most important agricultural zones during the 
1970s. In West Germany, more than 900,000 farms got ruined 
between the early 1950s and 1975. 

fhe bénkruptcy of small enterprises in towns has also 
assumed a tremendous scale, 

The lower strata of the intelligentsia and office 
workers are no better off in modern capitalist society. as 
regards their property status, they are drawing closer to 
the working class. This is important to note because the 
share of such sections of the working people in the total 
able-bodied population in the capitalist world is continuous- 
ly going up. The Industrial Institution in Koln’ (West Ger- 
many) forecast that in 1985 the share of office workers in 
the total mmber of wage-workers in industry will reach 
45 per cent, whereas in 1990 the figure will be 54 per cent. 

The real income of these sections of the population is 
increasingly affected by growing unemployment, alongside the 
above-mentioned inflation, higher cost of life and heavy 
taxes, Joblessness is especially widespread among the youth 
who have graduated from higher @ducational establishments, 
Intellectuals and office employees suffer from various dis- 
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criminatory measures, such as Berufsverbot practised against 
the progressive-minded intellectuals in Wesat Germany. 


4. Historical Tendency of Capitalist 
Acctmulation 


The accumulation of capital is a deeply contradictory 
process. On the ome hand, it is a source of progress in pro- 
duction, of the growth and improvement of the productive 
forces of capitalist society. Om the other, it is attended 
by the greater exploitation of the working people, the growth 
of unemployment, the worsening of the position not only of 
unemployed, but also those employed. 

This feature of capitalist accumulation engenders a 
historical tendency in capitalist development, which boils 
down to this; by developing production, capitalim digs its 
own grave and nurtures the grave-digger~ the revolutionary 
proletariat. 


Socialisation Greed impels the capitalists to expand 
of Production production on the basis of the accumla- 

tion of capital, its concentration and 
centralisation, Growing capital, while expanding the sphere 
of exploitation of wage-labour, introduces better and better 
means of production and concentrates them at large enter- 
prises, These means of indivjdual labour now become the 
means of collective, social production, while the degree of 
the socialisation of labour grows. Wage-labour power, as 
well as the means of production, are increasingly concentrat- 
ed at enterprises that grow bigger. 

The growth of production goes hand in hand with the 
extension of the social division of labour. Enterprises 
become increasingly specialised, Their mutual links expand, 
and the branches of the economy become increasingly inter 
dependent, Countries that were once isolated, are drawn into 
the world capitalist economy. fhe commodities produced by 
society, once products of isolated enterprises, become pro- 
ducts of social labour, Production becomes a social pro- 
cess. 
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Exacerbation of the The results of production continue 
BT eet isaa to be privately appropriated. The 

material wealth does not belong to 

its real creators, the working 
people, but to the exploiting minority. The private capital- 
ist form of appropriation (private capitalist property) 
clashes more and more with the social character of production, 
There emerges and grows more acute a basic contradiction of 
capitalism, viz. the contradiction between the social cha- 
racter of production am tle private capitalist form of ap- 
propriation. The capitalist relations of production enter 
into the most acute conflict with the productive forces, and 
this fetters their further development, 

Thus, by its economic laws and by the aggravation of 
this basic contradiction, the capitalist mode of production 
itself creates the material, economic prerequisites for the 
socialist revolution, 

The process of capitalist accumulation exacerbates the 
contradictions between labour and capital, between the ex- 
ploited and the exploiters. The expansion of production 
(a result of the accumulation of capital) adds to the wealth 
of the exploiters and brings untold suffering to the working 
people, This arouses their just anger. The people rise 
against the oppression of capital. The deterioration of the 
working people's position promotes greatly the class struggle 
in capitalist society. at the same time the concentration 
under capitalism of huge masses of workers at large enter 
prises and in workers! centres creates favourable conditions 
for the organisation of the working class. 

The working class, being in the vanguard of the working 
masses and led by Marxist-Leninist parties, forms an alliance 
with all working people and becomes a powerful social force 
capable of overthrowing the bourgeois rule. The political 
prerequisites for a socialist revolution mature in the womb 
of capitalisn. 

The interaction between the material (economic) factors 
and the subjective (political) prerequisites for a socialist 
revolution gives birth to the historical tendency of capi-~ 
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talist accumulation, which Marx described as follows: "Cen- 
tralisation of the means of production and socialisation of 
labour at last reach a point where they become incompatible 
with their capitalist integument. ‘this integument is burst 
asunder, The knell of capitalist private property sounds. 
The expropriators are expropriated."! 
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Chapter 6 
DISTRIBUTION OF SURPLUS-VALUE AMONG VARIOUS 
GROUPS OF EXPLOITERS 


As has been shown above, surplus-value is created in 
the process of capitalist production. It is the property 
of the capitalist at whose enterprise it has been created. 
Subsequently, however, this surplus-value undergoes a mim 
ber of changes and becomes the property of other groups of 
exploiters, too. Most of them are also part of the bourgeois 
class, i.e. they are capitalists (merchants and "money" ca- 
pitalists - the bankers). This is why the further movement 
of surplus-value includes both the relations between the 
capitalists and the workers and the relations between the 
various groups of capitalists, and also the relations bet- 
ween the capitalists and the landowners, fThe industrial 
capitalists "give" part of the surplus-value received as a 
result of the exploitation of wage-labour to other capital- 
ists, and also to the landowners who account for a consi- 
derable share of the exploiters, especially in countries 
where capitalism is moderately developed and in the deve- 
loping states, 

To understand the mechanism of distribution of surplus- 
value it is necessary to consider its own movement and the 
movement of capital. 


1. Circulation and Turnover of Capital 


Circulation of We have discussed the process of pro- 
Industrial 
Capital duction that gives the capitalists 


surplus-value. But surplus-value does 
not emerge as money, it is embodied in 
other commodities which the capitalist has to sell. To put 
it differently, production must be followed by circulation. 
The movement of capital is the unity of these two processes. 
We have already mentioned the general formula of capi- 
tal: M- C - M, but have not discussed it in detail, 
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Its closer analysis shows that it takes the following fom: 


M-C Pee. Cc - << 


I Ii Tit 


where M is money, C is commodity, P is production, Mp is 
means of production, and Lp is labour power, 

This means that each capital passes through three sta- 
ges in its movement, 

At first, capital appears in the sphere of circulation: 
the capitalist buys the means of production and labour power, 
In our extended fomnula we mark this stage as I (the firet 


stage). 


Here money becomes the material and "human" factors of 
production. As Marx noted, money capital turns into produc t— 
ive capital, i.e. conditions are created for the produc- 
tion of surplus-value (labour power plus the means of pro- 
duction). 

The above forsula looks like an ordinary purchase of a 
commodity. But this is only a seeming similarity. The for 
mula refers not to money per se, but to money capital. 
fhe. money in the formula 

(a) ia not merely spent but advanced, i.e. it must 
return to its owner; 

(b) buys not any commodity but only those that are 
required to start production; and 

(c) is used by the "buyer" (capitalist) on two markets; 
on the ordinary commodity market where he buys machines and 
raw materials, and on the labour market. This is what makes 
the movement of money the circulation of money capital: the 
means of production can be bought by the peasant or artisan, 
whereas labour power can be bought by the capitalist alone. 
So, it is here that relations are formed between the owners 
of the means of production (capitalists) and the people who 


are deprived of them (proletarians), 
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At the next stage (stage IJ in our formula) the process 
of production takes place. The workers use the means of pro- 
duction and produce new commodities whose value exceeds that 
of the commodities bought by the capitalist. 


II em aiid.  Bianeum 


Here productive capital turns into commodity capital 
i.e. a new quantity of commodities which are to be sold to 
reimburse the advanced money capital. 

This happens at the third stage of the movement of ca- 
pital. Commodity capital is again converted into money ca- 
pital (stage III in our formula). 


III Cc - M 


The cycle is over. As has been noted above, the capital- 
ist has bought commodities according to their value, sold 
them at their value too, and yet received a surplus-value. 

This consecutive passage of capital through three stages 
was called by Marx the circulation of industrial capital, 
industrial "in the sense that it comprises every branch of 
industry run on 4 capitalist basis."! 

In the course of circulation, industrial capital takes 
on and discards certain forms, performing a specific function 
in each case. 

In the form of money capital, it creates conditions for 
the production of surplus-value. 

In the form of productive capital, it produces sur- 
plus-value. 

In the form of commodity capital, it must sell the com- 
modities that have been produced, i.e. convert them into new 
money containing surplus-value in a money form. 

So, in each of its forms industrial capital performs 
certain functions, these forms being called the functional 
forms of capital. 
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Turnover of The movement of capital is continuous, 
Capital AS soon as one cycle is over, the next one 
must start. Otherwise money ceases to be 
capital. The circular movement of capital, seen as a con- 
stantly recurring process, not as a single move, is called 
the turnover of capital. 

fhis turnover starts from the mament the means of pro- 
duction and labour power are bought and ends the moment the 
capitalist gets back the advanced capital. It may include 
a series of oircuits. 

Each capitalist wants his capital to turm over as 
speedily as possible because in this case he would be able 
to use it again and again to obtain more surplus-value,. This 
is why each capitalist counts how many circuits his capital 
makes. To determine how speedily capital circulates the fol- 
lowing formula may be used: 

0 


Oo 


Pp = 


Where "p" is the number of turnovers of the given capital, 
"oO" is the number of days (weeks, months), and "o" is the 
period of the turnover of the given capital. 

If, for instance, the period of one turnover of the 
given capital is 6 months, the capital makes two turmovers 
a year. (One year is a time unit for the turnover of capital.) 

As regards duration, the turmover of capital (just 
like any circular movement) includes the time of circulation. 

fhe time ef production lasts from the moment the means 
of production and labour power are purchased to the moment 
a commodity is produced. This time includes two elements: 

(a) the so-called working period, i.e. the period du- 
ring which the process of labour takes place or the number 
of working hours during which the worker acts on the object 
of labour; and 

(b) the period during which the objects of labour 
either remain production stocks or are affected by the forces 
of nature, which is inevitable under the existing production 
process in the given industry. (For example, the working 
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period for making a set of furniture may take a few hours, 
but the wood used for its manufacture has first to be dried 
out and this process may, in natural conditions, take one or 
one and a half years). 

AS capitalism develops, the time of production decrea- 
ses. The working period shortens as a result of the inten- 
sification of labour and the introduction of work shifts. 
The time required to prepare an object of labour for pro- 
cessing is reduced due to the use of new technological pro- 
cesses, (Wet wood, for instance, can be dried out in a mat- 
ter of several days if high-frequency electric current is 
applied). 

The time of circulation also consists of two parts; 
(a) the time needed to buy the means of production and la- 
bour power; and (b) the time needed to sell the manufactured 
product (commodity capital). The development of capitalism 
reveals two clear tendencies in the dynamics of the time of 
circulation. On the one hand, the development of transport 
and communication cuts down the time of circulation (which 
includes, among other things, the time of commodity delive- 
ry)» On the other, the exacerbation of capitalist contradic- 
tions leads to an increase in the time of circulation (take, 
for instance, market difficulties connected with rising 
prices and the working people's falling purchasing power). 


Fixed and Circulating The rate of the turnover of ca- 

Capital pital depends on a number of fac- 

tors. fhe following two have spe- 
cial importance; 

(a) the specifics of the industry the capital is invest- 
ed in. For example, the turnover of capital may last several 
years in the railway or canal construction, whereas this may 
take only a few months (in value) in the production of beer 
or cigarettes; 

(b) the composition of capital. As we know, capital, 
from the point of view of its participation in the production 
of value and surplus-value, is divided into constant (C) 
and variable (¥) capital. 
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, The composition of capital from the point of view of 
the turnover of its separate parts, however, is quite dif- 
ferent. The division of capital into (C) and (¥V) becomes 
meaningless. From this point of view, constant capital itself 
is composed of heterogeneous elements. Part of it (buildings, 
machines, equipment, and the like) participates in produc- 
tion over a lengthy period. Their natural form preserves up 
to their complete wear, while their value is transferred to 
the manufactured product gradually, part by part. (When, for 
instance, a machine has a 10-year life-span and costs 
$ 1,000, each year 10 per cent of its cost, i.e. $ 100, will 
be transferred to the manufactured product). This part of 
constant capital is called by economists (both Marxist and 
bourgeois) fixed capital. 

Another part of constant capital (raw materials, fuel, 
auxiliary materials, etc.) is fully consumed during one cycle 
of production (the turnover of capital). During this one 
cycle its value is transferred to the manufactured product 
and is returned to the capitalist immediately. 

Labour power, as we know, differs from raw materials 
and fuel. Its value is not transferred to the product, but 
rather is reproduced in it. Yet the value of labour power 
turns over just as does the value of raw materials and fuel. 
Upon the sale of the manufactured product the capitalist 
gets back the means of production advanced both for the 
purchase of raw materials, fuel, etc. and for the purchase 
of labour power, 

The part of constant capital whose value is included 
in the manufactured product in the course of one cycle, is 
called circulati or work capital. This capital also 
includes variable capital. 

Analysis of the specifics of the turnover of capital's 
separate parts makes it possible to discern some new as- 
pects of the rate of surplusevalue. Up to this point we have 
discussed the rate of wurplus-value irrespective of the 
time during which it has been obtained. Counting in the new 
aspects, we can now introduce a new concept - the annual 
rate of surplus-value. This is the ratio of the annual masa 
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of surplus-value and the value of advanced variable capital. 
The value of variable capital being the same, the annual 
rate of surplus-value increases when the turnover of the 
variable capital is raised. at the same time the annual mass 
of surplus-value also rises. 

The division of capital into fixed and circulating pert- 
ains to productive capital only. This division conceals the 
relations of capitalist exploitation. 


2. Transformation of Surplus-Value into Profit. 
The profit of Industrial Capitalists 


Inasmuch as surplus-value is the result of the applica- 
tion of industrial capital, it becomes primarily the pro- 
perty of the owners of this capital. In everyday life it 
takes the form of profit, just as value takes the form of 
price. 

Profit is a term which is most widespread in capitalist 
society. The capitalists keep their businesses for the sake 
of profit. But what is profit? To give a truly scientific 
definition of this category we have once again to consider 
the mechanism of producing surplus—value. 


As we have seen, when starting production to receive 
surplus-value the capitalist invests a certain amount of 
money capital which he uses to buy the necessary machines, 
raw and auxiliary materials and labour power. fhis invested 
capital is divided into constant and variable capital, but 


it is the variable capital that alone creates surplus-value. 
fhe capitalists (including bourgeois economists) do not 


however, recognise this division. For the capitalist, all 


the invested capital, whatever its composition, must yield 
profit. For this reason the expenditure expressed by the 


formula C+ V is considered by the capitalist the pro- 
duction cost (K). 

The capitalist recovers his production cost when he 
sells the commodity and simultaneously obtains surplus-value 
(M). 

Essentially, profit is surplus-value. But the latter is 
not the result of the workers!’ labour which has not been 
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paid for, but a surplus of the commodity's sale price over 
and above the capital spent by the capitalist. profit, 
being a category that exists in reality, conceals capitalist 
exploitation. 

Indeed, the capitalist's expenditure (C + V) takes on 
a general form, i.e. it becomes an expenditure of capital 
irrespective of its component parts, 

In this case surplus-value (M) looks like a creation 
of the whole sum of capital (P) - the profit. 

Hence the original formula of the value of a commodity 
produced at a capitalist enterprise (C + V + M) assumes the 
following form: 

C+V+M=K+P 
C+V = M =(P) 


The value of a commodity may now be expressed as fol- 

lows: 
K + P 

The cost of production appears as the value of the conm- 
modity and the profit, as a surplus over and above this 
value, which is obtained as a result of the capitalist's 
resourcefulness and initiative, as a creation of the whole 
sum of capital. 

Marxist-Leninist political economy recognises the cate- 
gory of profit. But it does not stop at that; it lays bare 
the essence of this category. It defines profit as a trans- 


muted, i.e. concealed, form of surplus-value hiding its true 
source. 


Rate of profit. Factors The capitalist does not care 
that Determine the Rate 
of profit where to invest his capital, 


what part of it he should 

spend on machines and raw ma- 
terials and what part should go for buying labour power. Most 
important for him is the profitability of his investment, 
which is measured by the rate of profit. The latter is the 
motive force behind capitalist production. The capitalist 


produces only that which yields profit, and as long as it 
does so. 
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The rate of profit is the ratio of the surplus-value 
and the entire advanced capital (and not the variable capi- 
tal). This may be expressed as follows: 


—__ Md or — a 
C+V C+vV 


The formula of the rate of profit and the formla of 
surplus-value differ both quantitatively and qualitatively. 

Quantitatively, the rate of profit is almost always 
less than the rate of surplus-value, Indeed, these two ca- 
tegories may only be equal quantitatively in one case, viz., 
when the constant capital is zero. 


M 
VT a 5 60 when C = OO 
C+ V 


Of course, this is quite conceivable. For example, mer 
chants in South-East asian or Pursian Gulf countries often 
hire pearl fishers, giving them nothing - not even a knife 
to open shells or protect themselves from sharks. But this 
is not typical of capitalism as a whole. 

More important is the qualitative difference between 
the rate of surplus-value and the rate of profit. 

The former, as we have seen, expresses the rate of ex- 
ploitation or the proportion in which the product of the la- 
bour of the waged wrker is divided between him and the capitalist. 

The rate of profit indicates the lucrativeness (profi- 


tability) of the capital investment, i.e. it shows how many 


units of profit the capitalist will receive over one year 
for each, sey, hundred of the invested capital. (It should 


be remembered that both the rate of profit and the rate of 
surplus—value are relative magnitude expressed in per cent). 

This is why each capitalist keeps his eye on the rate 
of profit he receives. 

The rate of profit (profitability) of a capital invest- 
ment depends on four factors. 

First, it is affected by the rate of surplus-value or, 
to put it differently, by the degree of exploitation of the 
wage~-workers, This can be easily proved arithmetically, 
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Case 1. K = 100 (8+ 20V); mM’ = 100% 


It means that M = 20 — = 20% 


Cese 2, K = 100 (800 + 20v); mM! = 200% 


40 x 100 _ 40% 
It means that M = 40, therefore TOO = 


In the second case the capitalist uses his capital 

twice as profitably as he does in the first case. 

Second, the rate of profit depends on the organic con- 
position of capital. Strange as it may seem at first glance, 
the higher the organic composition of capital, the lower 
the rate of profit, Imdeed, take the following examples. 


Case 1. TOC + 30V; M" = 100% i.e. M = 30 
30M 
then ——_—_———— = 30% 
7OC + 30V 
Case 2, The organic composition of capital increased 
80C + 20V; M" = 100, ise. M = 20 
then —OM_ 20g 
80C + 20V 

It will be recalled once again that surplus-value is 
created by the variable capital only, and not by the whole 
capital. This means that a decrease in the share of the 
variable capital in the social mass of capital results in a 
drop of the invested capital that creates surplus-value, 

Third, the rate of profit depends on how much constant 
capital is saved. an increase in the constant capital results 
in a drop of the rate of profit. This impels the capitalist 
to look for ways and means of saving this capital. Me goal 
is attained by increasing the productivity of labour, which 
decreases the cost of the means of production and, cansequent- 
ly, the capitalistts expenses for the constant capital. 
Besides, the capitalist saves on the safety of labour and 
cuts down his expenses for the constant capital by refusing 
to improve the conditions of work. (For example, he may not 
improve the ventilation and lighting systems, may not put 
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up protective railings around the moving parts of machine- 
tools, and the like). Im recent years the capitalists are 
trying to save on environment protection measures, By doing 
s0, they increase the rate of profit at the expense not anly 
of "their" workers! health, but also of the health of the 
whole population on this planet, 

Fourth, the rate of profit depends on the rate of the 
turmover of capital. The higher the rate of capital turnover, 
the bigger the mass of the surplus-value the capitalist re- 
ceives without increasing the size of his capital (the other 
conditions staying the same). 


Competition. Formation AS has been repeatedly noted 
of Merket Value and 
Average profit in this textbook, both simple 


commodity production and the 
capitalist mode of production are characterised by fierce 
competitive struggle. Political econany distinguishes between 
two types of competitive struggle. 


There is, above all, competition between various enter- 


prises producing one and the same commodity or belonging to 
one and the same branch. This competition within one branch 


involves struggle for better conditions of production and 
marketing and, consequently, for bigger profits. It has been 
noted in Chapter 2 (in the section discussing the size of a 
commodity's value) that the individual values of one and the 
same commodity produced at different enterprises may vary. 
In each case the individual value depends on the technology, 
the organisation of production, etc. But the market value 
of a commodity depends on the average (rather than individua) 
conditions of production, i.e. on the conditions prevailing 
at the enterprises that produce the overwhelming mass of 
the given commodity. Enterprises with the individual value 
lower than the market value will receive extra surplus-value 
which, superficially, takes on the form of syner-profit. 
This is actually what impels the capitalist to take every 
possible measure to improve his production, introduce new 
technology, etc. 

on the other hand, enterprises with the individual value 
higher than the market value sustain losses and often go 
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bankrupt unless their owners take measures to remedy the 
situation. 

The competitive struggle between capitalists for a more 
profitable investment of capital, i.e. for a higher rate 
of profit, is waged not only within individual branches but 
also between them. Most crucial in this form of competition 
is the organic camposition of capital within individual 
branches, 

Under capitalism, various branches of production, just 
Jike individual enterprises, develop unevenly. In some 
branches the production technique develops faster irrespec- 
tive of the fact (as has been noted earlier) that individual 
branches may have enterprises which are equipped better or 
worse than those in other branches. The electronic and avia- 
tion industries, for instance, have a higher technical level 
than do the textile or wood-working infustry. This means 


that different branches in industry have capital that 
differs in its composition, which affects the rate of profit. 


It is easy to see that if market prices were formed 
exclusively in the course of campetitian within one branch, 
capitalists in different branches would receive different 
rates of profit. But the law of capitalist production stipu- 
lates that equal capitals yield equal profits. This level- 
ling-off of profit, its transformation into the average pro- 
fit occurs in the course of competition between branches, 

This competition compels the capitalist to invest his 
capital in a more lucrative branch and abandon that which 
is unprofitable. This results in the transfusion of capitel 
from branches which are less profitable to those more pro- 
fitable, 

But the branches which are more lucrative at the given 
moment will attract too mch capital. as a result, the pro- 
duction of commodities by these branches will expand and 
soon their supply will exceed the demand. Their prices will 
drop, which will bring about a decrease in the rate of pro- 
fit. 

Conversely, part of the invested capital will be with- 
drawn from the branches which are less lucrative, production 
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will be contracted, commodity prices will go up, which will 
result in an increase in the rate of profit. A reverse pro- 
cess will then start: capital will be attracted by the once 
unprofitable branches and the whole chain will repeat it- 
self. This flow of capital from one branch to another is 
continuous. | 

It is this flow of capital from one branch to another 
that levels off the rate of profit in different branches, 
bringing it to the average level, This means that all capi- 
talists will obtain approximately equal profits on equal 
sums of capital, 

The formation of the average profit is accompanied by 
redistribution of the surplus-value between the capitalists 
who have invested in different branches of industry. Those 
who have invested in branches with a low organic composition 
of capital, where the rate of profit is higher, will lose 
part of the surplus-value produced by their workers, But 
those who have invested in branches with a high organic com 
position of capital, will obtain not only all the surplus- 
value produced by their workers but also part of "somebody 
else's" surplus-value. 

The formation of the average profit and the rate of pro- 
fit may be presented as follows (assuming that the degree of 
exploitation in the branches under discussion is 100 per 
cent): 


+ or- 
coves SES pea ah fk 
M pro branch 
branch 
M Pa 
C+ VT 
Branch A 90C+10V 10 10 20 +10 
Branch B 80C+ 20V 20 20 20 t 
Branch C T0C+ 30V 30 30 20 - 10 
All capital | 240C460V 60 jane, eae a 


1 Later on we will see that the situation is somewhat differ- 
ent under monopoly domination. The monopolies hamper to a 
certain extent the inflow of capital to the branches they 


ve tak ver, Yet this inflow is not checked ti 
it is on Ly fampered. eae 
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The redistribution of surplus-value and the formation 
of the average profit result in that many commodities are 
sold not at their value but at a price which guarantees rein- 
bursement of the cost of production (K) and receipt of the 
average profit (Pa). 

This price is called the production price. In our ex- 
ample it will be 120 - (100K + 20pa). The price of produc- 
tion is a transmuted form of value. 

Qualitatively, it includes the same components as does 
the value of a commodity (C + V+ MN). 

Quantitatively, in each particular case the price of 
production may not coincide with the value (in our example 
it coincides with the value in Branch B only). But wnder 
simple commodity production, too, commodity prices may not 
coincide with their value when demand and supply do not 
coincide, Yet on the scale of society as a whole the sum of 
production prices equals the swum of produced values. 

The redistribution of surplus-value and the formation 
of the average value and production price show that all ca- 
pitalists want the total mass of surplus-value to increase, 
this value being directly dependent om the degree of workers! 
exploitation. 

This is why the workers are exploited not only by the 
capitalists they work for, but also by the entire capitalist 
class. Therefore, it is not individual workers who con 
front individual capitalists, but the working olass as a 
whole stands opposed to the entire class of capitalists. 

Hence the important political conclusion: the liberation 
of the working class can only be achieved in the strugele 
against the whole capitalist class, for the liquidation of 
capitalism as_a mode of production, for the liquidation of 
the system of capitalist exploitation. 


3. Commercial Capital and Commercial profit 


Part of the surplus-value is appropriated, alongside 
industrial capitalists, by commercial capitalists (or 
capitalist merchants). 
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Commercial Commerciel capital functions in the sphere 

Capital of circulation (not in the sphere of pro- 

duction). This includes wholesale, retail, 

export, import and other forms of trade. Commercial capital 
is the most ancient form of capital, which was in existence 
long before the advent of the capitalist mode of production. 
It existed in the age of slavery and in the age of feudalism. 
Today, too, the merchant is the first capitalist every man 
or women living in a capitalist country gets to kmow in 
his or her practical lite.’ 

Under capitalism, commercial capital is the part of ca- 
pital which separates off from the industrial capital to 
service it. A kind of labour division sets in between in- 
dustrial and commercial capitalists. The industrial capital- 
ist reserves for himself the sphere of produotion, relegat- 
ing all the trouble for marketing the commodities he pro- 
duces to the merchant. Industrial capitalists sell their 
commodities to traders in big lots, wholesale, while the 
latter deliver these to consumers independently. 

This specialisation offers the industrialists certain 
advantages. It makes it possible for them to cut down the 
time and expenses when delivering their commodities to the 
consumer and to invest all the available money in production. 
They increase thereby their productive capital and hence 
their profit. 


Curculation To organise his activity the trading ca- 

coats pitalists advance same capital to buy 
commodities from the industrial capital~ 

ists, to build and keep shops, warehouses, etc. and to pay 
the trading workers. These expenditures of capital are known 
as circulation costs. In their mass they create no surplus- 
value, Yet they enable the trading capitalist to participate 
in its distribution and to appropriate a certain part of it, 


of course, this does not refer to amall traders who keep 
tiny shops, employ their own family and themselves buy 
goods for their shop from big trading capitalists. 
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There are two types of circulation costs. The first 
includes the costs directly related to the purchase and sale 
of commodities, advertising, marketing and other purposes 
(we have dealt with them earlier). These expenditures do not 
raise the value of a commodity and are campensated by the 
consumers. They are partially compensated out of the surplus- 
value created in the sphere of production. The other part is 
compensated out of the workers! wages and employees! salaries 
end the income of smaller traders. 

The second type of circulation costs relates to circula- 
tion proper, being a continuation, as it were, of the process 
of production in the sphere of circulation. These are expendi- 
tures connected with sorting out the commodities, their pro- 
cessing and finishing, transporting, storing and packaging. 
They do not relate directly to commodity production and ex- 
change proper. Any society, irrespective of whether there 
exist commodity-money relations or. not, has to spend labour 
and material values on such operations. These costs, called 
added costs in Marxist-Leninist political economy, increase 
the value of a commodity, are added to the value created in 
the process of production. 


Commercial Profit The trading capitalist seeks to ob- 
and Its Sources tain profits no smaller than those 
received by the industrial capitalist, 
otherwise he would have invested his capital in production 
rather than commerce. But if this really happened, the in- 
dustrial capitdlists would find themselves on the losing side. 
They would be forced to exclude part of their capital from 
production and engage personally in the marketing of their 
commodities, This is why they have found it harmless to di- 
vide their profits with the traders, i.e.to concede part 
of the profit obtained at their enterprises. 

This means that the source of the commercial profit is 
the surplus-value created by the workers in the process of 
production. Part of it is "conceded" by the industrialists 
to the capitalist traders. This in turn signifies that the 


trading capitalists indirectly participate in exploiting the 
industrial workers, 
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tt must be noted that the word "concede" is in inverted 
commas intentionally, to show that surplus-value is distri- 
buted between industrial and trading capitalists in the 
course of fierce competitive struggle, which is a component 
of the competition between branches. There is a flow of ca- 
pital not only between various branches of industry, but 
also between industry and trade. The traders, too, have to 
engage in competitive struggle, 

AS has been noted above, commercial capital indirectly 
participates in the exploitation of the industrial workers. 
But thia does not exhaust its exploiter role. Commercial ca- 
pital directly exploits the workers and employees engaged in 
trade. 

Yet this exploitation is specific because the trade 
workers and employees create neither value nor surplus—-value, 
They merely realise the value and surplus-value created by 
the industrial workers, In the course of this realisation, 
however, they enable, through their labour, the trading ca- 
pitalist to appropriate part of the surplus—-value created 
in industry. Pheir working day is also divided in the neces- 
sary and surplus - parts. During the necessary time they 
“earn” their salary, whereas during the surplus time they 
realise (sell) commodities for the trading capitalist for 
nothing. The position of the people employed in trading is, 
therefore, determined by the laws of capitalist exploita- 
tion (as is the case in industry). 

Commercial capital, especially in the developing comt- 
ries, also exploits small commodity producers, such as peas- 
ants and artisans. Acting as a middle-man between these and 
the consumers of the commodities they produce, the trading 
capitalist buys commodities from peasants and artisans at a 
price lower than their value and sells them to consumers at 
@ price equal or higher than their value. The difference is 
appropriated as a commercial profit. 
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4. Loan Capital and Credit Relations 
Under Capitaliam 


Origins of Loan Capital Another group of capitalists 
and ou eee neces participates in the distribu- 


tion of the surplus-value 
created by the wage-workers. 

These are the owners of "free" money capital. Due to a 
number of reasons, they do not use it themselves and loan it 
to capitalists active in industry, agriculture, construction, 
trade, etc. (the so-called functioning capitalists), receiv- 
ing in return part of the surplus-value created there in 
the form of interest. 

Loan capital, or interest-bearing capital, is, together 
with commercial capital, one of the most ancient forms of 
capital which existed long before the emergence of capitalism 
as usurious (money-lending) capital. 

Money-lending capital is still widespread, especially 
in the developing countries that have chosen the capitalist 
path of development. It expressed (and still does) the pre- 
capitalist relations of production. Its clientele are po- 
verty-stricken small producers who are mercilessly robbed 
because of the exorbitant interest rates they have to pay. 
(In some countries this rate is 100 per cent a year or even 
more.) So, the source of the usurious interest is the sur- 
plus labour of artisans and peasants. Money-lending capital 
played (and still does where it exists) an exceptionally ne- 
gative role. Apart from bringing ruin and poverty to amall 
producers, it hampers the development of the national economy. 
People who have money prefer lending it out at a usurious 
interest to investing it in production. 

Under capitalism money-lending capital disappears from 
the scene of capitalist relations, being replaced by loan 
capital, ie. the capital the capitalist owner loans to the 
functioning capitalist. The latter uses it and receives a 


profit, part of which he returns to the money owner as inter- 
est. 
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Loan capital emerges because each capitalist always has 
a free sum of money he cannot use at the moment to produce 
surplus-value. But if money does not circulate (remains in- 
mobile), it ceases to be capital. To avoid this the func- 
tioning capitalist loans the free sum. 


Loan capital is a commodity which can be sold, Its 
"price" is the interest the money capitalist receives for his 


loan. loan capital is the most parasitic form of capital. 
The formule of its movement M - x itself creates the il- 
lusion that money is able to produce profit in the same way 
en apple tree bears apples. Although loan capital expresses 
primarily the relations between the functioning and money 
capitalists, it also expresses the relations between the 
loan capitalists and the workers. The loan capitalists also 
exploit the wage-workers, 


Interest and the Profit The use of loan capital entails 
of Enterprise payment of interest. Its 
source is again surplus—value 
because the functioning capitalist pays off the interest 
out of the profit he receives. So, the average profit ob- 
tained by the functioning capitalist when he uses not his 
own capital but that he has loaned, splits up into interest 
and the profit of enterprise. Interest is a payment for the 
capital (property), a reéfureration for owning the capital, 
whereas the profit of enterprise is a remuneration for the 
acitivity of the functioning capitalist, the capitalistts 
"salary". 

The profitability of loan capital is measured by the 
interest rate, which is the relation between the sum of the 
income obtained on loan capital and the size of the capital 
obtained as a loan, If, for instance, one capitalist loans 
another the sum of $ 100 on condition that in one year's time 


he pays back $105, the interest rate will be «80 x 100 = 5%, 


Similar to the rate of profit, the interest rate is calculat- 
ed on the basis of annual income, 

Theoretically, the rate of profit is the higher limit 
of the rate of interest. Practically, however, the interest 
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rate never reaches this upper mark, Indeed, the capitalist 
loans some money capital to use it to make profit. But if 

he returns his entire profit as interest, the whole opera- 
tion becomes meaningless. Again theoretically, the lower 
limit of the interest rate is zero. practically, however, 
the capitalist never loans his money for nothing and, in the 
worst case, prefers to keep it. 

In practical life the interest rate fluctuates between 
its higher and lower limits and depends on the supply of 
loan capital and the demand for it. 

If business is good, the capitalist seeks to expand pro- 
duction, using not only his own but loan capital as well, 

In this case the demand for mon°v capital increases and the 
interest rate goes up. When business is bad, however, the 
need for money is not so great because the capitalist does 
not want to run the risk of expanding production. The demand 
for money capital diminishes and the interest rate goes down. 

In the setting of paper money circulation (Marx, as is 
known, based his theory on the gold circulation), the in- 
terest rate is also affected by the rate of inflation. In- 
deed, the capitalist will not offer his free money funds at 
@, say, 5~per cent annual interest rate if the national cur— 
rency devaluates, for example, by 7 per cent amually. This 
is why our time is characterised by a growing interest rate 
despite the fact that the capitalist world lives through a 
period of recession, in some countries production is at a 
standstill, while in others it is even curtailed. 


Capitalist Credit Capitalist credit is a form of moven- 

and Its Forms ent of loan capital. There are two 
types of capitalist credit; commer- 

cial and banker's, Commercial credit is given by one func- 

tioning capitalist to another when selling commodities. 

For example, one capitalist producing steel sells it to ano- 

ther who owns a machine-building plant and uses this steel 

to make machine-tools. The latter does not pay back the money 

due immediately but does so after, say, 6 or 8 months. This 

is, actually, a redit deal. When its term expires the capi- 

talist debtor pays back the cost of the steel plus interest, 
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The second type of capitalist credit, banker's credit, 
is given by money capitelists to functioning capitalists. It 
expresses the movement of capital in its direct or pure forn, 

In the overwhelming majority of cases money capital 
finds functioning capitalists through banks which act as an 
intermediary. Banks are capitalist enterprises functioning 
(like all the other capitalist undertakings) to obtain pro- 
fit. Phe pride of place among the many types of banks (banks 
of circulation, mortgage banks, etc.) is occupied by commer- 
cial banks which form the basis of the capitaliat credit 
gyatem, It is through the intermediary of these banks that 
the banker's credit now under discussion is extended. 

The banks collect the capitalists' temporarily free 
money and also the money savings of the other classes in 
bourgeois society and convert it into capital. The banks 
pay interest to their depositors. The money thus collected is 
loaned by the banks to the fumctioning capitalists. For these 
transactions they charge interest whose rate is higher than 
that they pay to their depositors. The difference between 
the interest rate paid to the depositors and the interest 
rate charged for the loans makes up the bankerta profit. 

Credit plays an important role in the development of ca- 
pitalism and in the exacerbation of its contradictions. On 
the one hand, by accumulating temporarily free money sums 
and converting them into capital, credit facilitates the de- 
velopment of production, construction of new enterprises, 
etc. On the other, credit engenders and enhances dispropor= 
tions in the capitalist economy, stimulates profiteering, 
creates an illusory demand for commodities and exacerbates 
economic crises, 


Joint-Stock The separation of the owners of capital 
Capital from those who use it (Marx called in the 
separation of capital-property from capi- 
tal-function) brings about a new type of capitalist enter- 
prises, which is dominant at the present stage of capitalist 
development. These are joint-stock companies. The capital 
of a joint-stock company does not belong to any one capital- 
ist. This is a collective capitalist enterprise belonging 
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to a group of capitalists ~ the shareholders, 

Each participant (shareholder) is a co~ewner of the 
joint-stock company. He invests a certain amount of capital, 
which becomes part of the whole capital of the enterprise, 
and receives shares in exchange. These are securities cer- 
tifying that their owner has invested a certain sum in the 
given enterprise and is entitled to receive a specific share 
of its income, fhe part of the income of the joint-stock 
company which is to be distributed among the shareholders 
in accordance with their invested capital is called dividend. 

Formally, the joint-stock campany's supreme body is the 
general meeting of the shareholders, where each participant 
has as many votes as he possesses shares, (For example, a 
$100-worth share gives one vote. The owner of, say, 100 such 
shares will then have 100 votes). This peculiarity of a joint- 
stock company enables the capitalists-who hold most of its 
shares (the so-called controlling block of shares) to have 
full control over the company and use at their own discre- 
tion the huge sums of capital belonging to the smaller 
shareholders, | 

The shares of bigger companies are freely sold and 
bought on a special market called the stock exchange. But 
they are sold there not at the price indicated on the share 
end called the nominal price but at the so-called market 
price which depends on the dividend obtained for each share 
and the rate of interest paid by the banks to their deposi- 
tors. 

Indeed, if the owner of a share having the nominal price 
of $100, which brings him a $10 dividend annually (10 per 
cent of the nominal price), wants to sell it, he will do so 
at a price which, if deposited on a bank account, will yield 


him the same $10. If the bank pays 5 per cent ona deposit, 
then 
10 





x 100 = $ 200 


This will be the selling (market) price of the share, although, 
as has been noted earlier, the price put on the share is $100, 


‘Ror more details, see Chapter 8 of this textbook,specifical- 
ly the section dealing with financial oligarchy, 
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Marx called the market price of shares capitalised di- 
vidend, 

Shares and other securities (bills of exchange, bonds, 
etc.) are capital for their owners only. This is not real 
but fictitious capital. Real capital is the value invested 
in production and bearing surplus-value,. Real capital is 
embodied in plants, mines, factories, and the like, whereas 
shares and other securities are merely paper replicas of 
real capital. The value of real capital remains the same 


irrespective of whether the market price of shares increas-~ 
es or decreases, 


5e Capitalist Ground Rent 


Under capitalism, alongside the industrialists, merchants 
and bankers, there existsanother group of exploiters - the 
land~owners, They receive “their own" part of surplus-value 
in the form of capitalist ground rent, which is the part 
of surplus-value paid by the capitalist tenant to the land- 
owner for the right to use the land, 


Emergence of Capitalist ground rent emerged on the basis 
a Or of feudal rent. With the development of 


feudal money rent, the possibility arose 

for same peasants, dependent on the feudal 
lord, to pay him a ransom and become independent small commo- 
dity producers, while the majority of peasants fell into 
ruin and had to sell their tools, their means of labour, and 
livestock. The changed relations between the feudal lord and 
the peasant who had paid his ransom at first took the form 
of a lease which entitled the peasant to till his land mainly 
to satisfy the needs of his family. Later a group of well- 
to-do peasants emerged, who became tenant-entrepreneurs, 
They rented land from the feudal lords, hired hands to till 
it and produced agricultural produce mainly as a market com- 
modity. Some capitalists also rented land and invested their 
capital in agriculture for profit. A tenant obtained a defi-~ 
nite profit after the sale of the produce. part of that pro- 
fit went to the landlord for renting the land. That part is 


called capitalist ground rent, 
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As a rule, the big landowners lease their land to the 
peasants or capitalist tenants. Therefore, as distinct from 
industry with its two opposing classes, three classes form 
in capitalist agriculture!; the landowners, the capitalist 
tenants, and the wage agricultural workers. Capitalist 
ground rent expresses the economic relations between these 
three classes, 

The ground rent is paid to the landowner in the form of 
the rent (rental) for the land. This may include, in addi- 
tion to the ground rent, the depreciation of the buildings, 
waterworks and the like on the rented land. In other words, 
quantitatively, the rental may (and does, as a rule) exceed 
the ground rent proper. The latter is the part of the sur- 
plus-value that exceeds the average profit on the capital 
invested by the tenant. Where does this surplus come from? 


Differential Rent Differential rent is a specific type 
of surplus profit (extra surplus- 
value). as distinct from the excess 

profit made in industry, in agriculture it is not a temporary, 

but a constant phenomenon; it is appropriated not by the 
capitalist, but by the landowner, 

This is because land, the specific means of production, 
plays the key role in agriculture, Land differs from other 
means of production, such as machines, equipment, raw mate- 
rials and fuel, in that the amount of land in a country (and 
even on the planet) is limited. Moreover, it is divided into 
good, average and poor land, This gives rise to a specific 
monopoly of land as an object of economy. Since social deve- 
lopment makes growing demands for agricultural products, 
While the area of good and average land cannot be increased 
indefinitely, poor land is also included in production. Por 
this reason the prices of farm produce, wlike the prices 
of industrial articles, are determined not by average condi- 
tions, but by the production conditions on the poorest land, 


The agrarian relations between the landowners and the 
peasants, in the developing cowtries in particular, will 
be dealt with in Chapter 12 of this textbook, 
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Capitalist farmers who rent good or average plots in 
their fertility or location will derive higher profits from 
the same capital outlay as compared with others who work 
poorer plots. The excess profit, the profit over and above 
the average profit, is appropriated by the owners of the best 
and average land, the big landowners, in the form of differ- 
ential rent. 

Differential rent forms irrespective of whether the 
land is privately owned or not. When the land belongs to 
the state, it is the state that collects the rent, 

Capitalist differential rent is a variant of excess 
surplus~value. Like all surplus-value, it is created by the 
labour of wage-workers. The labour of agricultural workers 
on more fertile land is more productive than it is on leas 
fertile land. Therefore it creates a bigger mass of surplus- 
value, 

Differential rent exists, alongside agriculture, in the 
mining industry and construction, Indeed, the price of oil, 
coal and other minerals is determined by the worst condi-~ 
tions of their extraction. It is believed that the extrac- 
tion of oil, for example, is hardest of all in Texas (USA). 
It follows then that the Middle East countries obtain a 
huge differential rent. In the field of construction this 
rent depends on the siting of the building which is being 
erected. The burden of differential rent is especially heavy 
for city dwellers, specifically those living in the downtown 
of big cities. The house rent or the price of an apartment 
or a house there are much higher than those in the suburbs, 

Differential rent may be received not only by the big 
landowners, but also by peasants who own land near towns or 
have extremely fertile plots. Such peasants sometimes quick- 
ly become capitalist entrepreneurs themselves. 


Absolute Rent In our analysis of differential rent we 
assumed that when the tenant of the worst 
plot of land sells his farm produce, he 

recovers only the production cost and average profit, i.e. 

that he does not pay ground rent and has no source for its 

payment. Actually, however, no landowner will allow a tenant 
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to work even his worst land for nothing. 

This means that the tenant of the worst plot of land 
must also make some surplus over and above the average pro- 
fit to be able to pay his rent. Otherwise renting the worst 
land will be economically unprofitable. Such land would be 
excluded from the economic turnover, agricultural production 
would decrease and no longer satisfy the demand. As a result 
the market prices for food would grow and when they exceed 
the social price of production, the entrepreneur would be 
able to rent also the worst land, since the price of produc- 
tion on it would not only retum his production cost and 
yield the average profit, but would also provide a surplus 
profit which he could pay to the landowner as rent. Phe rent 
derived by the landowners from the worst of the plots of 
cultivated land (and hence from all other plots, irrespective 
of their fertility and location) is called absolute rent. 

The source of that rent is the excess surplus-value over the 
social price of production for agricultural produce, This 
excess surplus forms as follows: 

In industry, the free competition between branches leads 
to the unobstructed flow of capital from one branch to ano- 
ther, so that the same sum of capital will yield an appro- 
ximately equal (average) profit. In agriculture, however, 
there is a monopoly of private ownership of lena’, which ob- 
structs the flow of capital from industry to agricultural 
production. To be able to jnvest capital in agriculture the 
functioning (active) tenants must first be ousted, and, what 
is more important, rent has to be paid even for the worst 
land under cultivation. 

Owing to the monopoly of private ownership of land, the 
prices of agricultural produce rise to a value determined 
by the conditions of production on the worst plots of land. 

Absolute rent is the excess of the value of agricultural 
produce over the social price of production, It is created by 
the labour of wage agricultural workers as a result of the 


It has been noted earlier that the emergence of monopolies 
obstructs the free flow of capital from one branch of in- 
dustry to another, 
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lower organic composition of capital in agriculture as cam- 
pared with industry, and is appropriated by the landowner 
owing to the monopoly of private ownership of land. 

It is a tribute capitalist society has to pay to the 
big landowners. 


Price of Land The existence of ground rent makes land 
an object of sale and purchase. In 
other words, land acquires a price, 

though it has no value because it is not a product of human 

labour, What is then the price of land? 
The landowner treats his land as a source of profit, 

the land rent. When selling a plot of land, he fixes a 

price on the basis of the rent he receives. The landowner 


will demand for the land he sells the sum of money capital 
which, on being deposited in a bank, wijl bring its owner 
an income in the form of interest equal _ to the land rent, 
So, the price of land depends on two factors: the ground 
rent and the interest rate. 

Let us assume that a plot of land gives its owner an 
annual rent of $1,000 and the banks pay a 5 per cent in- 
terest rate. The price of the plot will then amount to 
$20,000, because it is this sum which, on being deposited 
in a bank, will bring its owner an antwal income of $1,000. 

This gives us ground to conclude that, essentially, the 
price of land is capitalised rent, i.e. the rent transmuted 
into money capital which brings profit in the form of inter- 
est. 

While private ownership of land has nothing to do with 
the formation of differential rent and only influences its 
distribution, matters stand differently with absolute rent, 
which exists because of the monopoly of private ownership of 
land. 

Hence the nationalisation of land under capitalism 
would facilitate the flow of capital from industry to agri- 
culture. The excess surplus-value created in agriculture would 
Join the general process of the redistribution of surplus- 
value. As a result, the average profit in all the branches of 
the capitalist economy would increase, But the bourgeoisie 
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is not interested in the nationalisation of land: the bour- 
geoisie itself, above all the big capitalists, the monopol- 
ists, have acquired landed property. Besides, the basic eco- 
nomic interests of the bourgeoisie have become intertwined 
with those of the landowners. The capitalists do not dare 
abolish big private landownership because they fear that the 
growth of the revolutionary self-awareness of the proletariat 
may shake the very foundation of private property. The ques- 
tion arises: if land cannot be privately owned, why then are 
plants, mines, banks, and the like? This is why the bour- 
geoisie, especially in the developing countries, frequently 
looks to the feudal lords and landowners for support in the 
struggle against the growing democratic movement, against the 
alliance between the working class and the peasantry. 


Specifics of Absolute In the postwar period, espe- 
ebitatiee counees cially in the 19708 and the 
Today early 1980s, the situation in 


the agriculture of the industr- 

ial capitalist countries 
sharply differs from that which gave Marx and Lenin the basis 
for their analysis of absolute rent. 

First, the situation in agriculture itself has changed, 
The scientific and technical revolution affected agriculture 
on an immeasurably larger scale than industry, having intro~ 
duced sweeping changes in the mode of agricultural produc- 
tion. For many centuries on end agriculture had been based 
on manual labour (despite the use of machines in some of its 
spheres), Today, agriculture in the developed capitalist 
countries has passed from the "manufactory" to the *in- 
dustrial" stage of production. (Some economists compare, with 
@ good reason, the upheaval in today's agriculture with the 
industrial revolution of the 18th-19th centuries), 

Second, the peasant ways and attitudes have also 
changed, In the agriculture of the industrially developed 
capitalist countries there still remain two forms of private 
property: capitalist and petty private property. Yet the con- 
temporary peasants and small farmers are no longer absolutely 
independent producers. The traditional peasant market with 
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its relations between direct producers and consumers has 
become (or is becoming) the past. Now the peasants sell most 
of their produce to trading and industrial companies, coope- 
ratives, wholesalere and other intermediaries. Many opera- 
tions, such as the production of fertilisers, fodder and 
seeds and the transportation and storage of farm produce, 
ise. operations once performed by the peasants themselves, 
are now the domain of capitalist companies. 

Third, huge agro-industrial complexes have emerged, 
They put under one roof agriculture and the related indust- 
ries which make agricultural means of production, process 
and market farm produce, 

As a result of all these transformations, the organic 
composition of capital in agriculture has sharply increased, 
approximating the organic composition of industrial capital. 
In some countries, however, it is even higher. (In the 
United States, for example, $2,500-worth of machinery and 
equipment accounted for each worker employed in industry 
and $71,400-worth, in agriculture in 1940, whereas in the 
early 1970s the figures increased to $6,100 and $8,100 
respectively.) 

The question arises; how can absolute rent be explained 
in this situation? 

Different answers are given, including this one, 

Progress in agriculture does reduce the burden of rent 
because it was based on backward agriculture. Lenin wrote: 
“Because of their monopolist position, they (the landowners) 
are able to take advantage of the backwardness of agricul- 
ture, which does not keep pace with industry, and to fill 
their pockets with millions and millions of dollars,."| yow- 
days, however, this "backwardness" does not exist in the 
industrial capitalist countries. In the mid-19th century the 
US landowners appropriated some 40-50 per cent of the income 
produced by agriculture, whereas now the figure does not 
exceed 1 or 2 per cent, 

But rent, including absolute, still exists. First of 
all, the monopoly of private ownership of land (the source 


VeI. Lenin, Collected Works, Vol. 22, pe 95. 
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of absolute rent) remains, Just like any monopoly, this has 
its own economic form of realisation. Also important is the 
fact that land can still be sold and purchased, i.e. it 

still has a price. The price of land (as has been said 
earlier) is the capitalised rent, i.e. a specific "transmuted" 
form of rent. Omce emerged, the price of land lives its own 
life, as it were. It puts the landowners and the owners of 
interest-yilelding landing capital within the same bracket. 

Land prices have been on the rise in recent years. 
Understandably so: the price of land becoming a market 
category, it is bound to be influenced by demand and supply. 
In recent years the demand for land plots has exceeded the 
supply. The more so, because of the inflation the owners of 
money look for "secure" ways of investing it. The purchase 
of gold and land seems to be the surest investment of all. 
Besides, land is being increasingly used for non-agricultural 
purposes (urbanisation and motorways). and, finally, big 
landed property increasingly fuses with the monopolies. As 
@ result, rent comes to include some aspects of monopoly 
price and monopoly profit. 

On the whole, the existence of the monopoly of private 
ownership of land and the absolute rent which is based on 
this monopoly, remains an instrument for exploiting the 
working people not only by the capitalist entrepreneurs, but 
also by the landowners. 


6. Exploitation of the Peasantry in the 
Induat rial Capitalist Countries by 
the Monopolies and Bourgeois State 


Monopolisation of The penetration of monopoly capi- 
Agriculture in , 
Tmperialist centres tal into the agriculture of the 


industrial capitalist countries 
is a novel phenomenon. The process began on the eve of World 
War II in the United States and in the mid-1950s in Western 
Europe. It marked a new stage in the exploitation of small 
commodity producers in agriculture. 
The most widespread instriment for monopolising agri- 
culture in the developed capitalist countries is "vertical 
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integration". This is a form of organisation of agricultur- 
al production when all its stages, from sowing and breeding 
animals to marketing farm produce, are taken over by bigger 
companies which either process the produce, or market it, or 
make means of production for agriculture. The "integrator" 
monopolies control the small-commodity sector (the peasantry) 
by way of regulating the supply of means of production and 
conéluding contracts which stipulate the volume, price and 
quality of farm produce. On the basis of these contracts 

the monopolies specify the tiniest particulars relating to 
production (strains of cattle, types of fodder and agricul- 
tural machinery). 

The "vertical integration" has both political and eco- 
nomic motivation for the monopolies. They seek primarily to 
eliminate the contradiction between production on mgmall 
peasant farms and the highly concentrated sphere of process- 
ing and marketing their produce. Politically, the monopolies 
are not interested in excessively high rates and scale of 
expropriating peasant farms. They intvoduce structural changes 
in agriculture in order to hindgr the development of the pea- 
sant movement and the growing opposition to the agrarian po- 
licy of state-monopoly capitalism, seeking to preserve the 
peasantry as a social pillar of capitalia. 

To put it differently, the monopolies are looking for 
such forms of domination which would preserve the formal 
ownership of small commodity producers in agriculture but 
deprive it of any economic content. In form, this is simi- 
lar to the system of sub-contracts in industry, when small 
entrepreneurs are actually the monopolies’ "wage-workers", 

The "vertical integration" is not the only form of mo- 
nopolising agriculture. Im addition, the monopolies set up 
their own agricultural enterprises, either all by themselves 
or jointly with industrial monopolies. agro-industrial con- 
plexes are a specific form of such a monopoly. They control 
ea considerable share of the production and marketing of a 
particular type of farm produce. 

AS a result, small and even medium peasant farms are 
squeezed out of the market. The former peasants turn into 
semi-proletarians or "proletarians with a plot". The process 
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is not novel, but today it has assumed an wprecedented 
scale. It is caused by the transition of agriculture from 
the "manufactory" to the machine stage. In the past, manual 
labour was predominant both in small and large-scale agri- 
cultural production. As Marx and Lenin noted, the small com- 
modity producer was at least able to earn his livelihood by 
stretching his working day or exhausting his land. 

At the machine stage, however, no sacrifices can improve 
the peasant's lot because mechanisation, electrification and 
"chemicalisation" of agriculture have increased the producti- 
vity of labour at big agricultural enterprises ten- or even 
hundred-fold. The peasant farm can no longer compete with big 
capitalist enterprises. The peasants are compelled to work 
almost exclusively for the market, This is why they are ful- 
ly dependent on the market and the ratio of the cost of pro- 
duction and sale prices. 


Exploitation of Peasants The anti-popular essence of 
by the Bourgeois State the policy of state-monopoly 

capitalism toward the peasant- 
ry 1a seen most clearly in the so-called agricultural stra- 
tegy implemented by the centres of world imperialism (Japan 
is excluded because the food problem confronts its ruling 
quarters most seriously). 

Before the early 1960s, the govermmants of the 

developed capitalist countries ha@ never de- 
clared so openly that their aim was to liquidate tens and 
even himdreds ef thousands of small peasant farms. They have 
advanced the official doctrine of the "viability" of peasant 
production. According to it, the state helps only "viable" 
farms, i.e. profitable in the terms of capitaligm. To con- 
solidate the capitalist relations in agriculture and intro- 
duce monopoly capital there the bourgeois state makes use 
not only of national but also supra-national institutions, 
such as the Furopeam Economic Community (EEC). 

Back in 1962, the setting up of this organisation worsen- 
ed the position of emall peasants by shattering the then- 
existing system of prices for farm produce. Simultaneously, 
the EEC governments began vigorously to push the policy of 
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"liberating" the economy from the unprofitable farms by 
Slashing or suspending the financial aid to small farmers, 
AS a result, millions of small peasants and farmers have 
been ruined over the last two decades. 

To sum up, under state-monopoly capitalism the small 
commodity producer is not driven out of agricultural produo- 
tion exolusively by the spontaneous forces. They are now 
emplified by the policy of the bourgeois state, which is de- 
liberately aimed at liquidating an immense number of small 
and tiny farms, The exploitation of the peasants by the mo- 
nopolies and the bourgeois state enhances their revolutiona- 
ry potential and creates objective conditions for strengthen- 
ing the united anti-monopoly front. 


Chapter 7 


REPRODUCTION OF SOCIAL CAPITAL AND ECONOMIC 
CRISES. SPECIFICS OF TODAY'S CAPITALIST CYCLES 


fhis chapter deals with the reproduction of all social 
capital as the aggregate of the individual sums of capital 
in their interrelation and interaction. Analysis of the re- 
production of individual, independent capital may prompt 
the conclusion that the capitalist will have no difficulty 
in selling his commodities and finding the needed means of 
production on the market, as will the worker who will also 
easily find the consumer goods he wants. But if we look 
into the dynamics of the aggregate sum of capital, we will 
inevitably come across the problem of conditions under 
which the normal process of reproduction, or the capital- 
ist realisation of the whole mass of varied commodities, 
is possible. So, the theory of reproduction of social ca- 
pital is at the same time the theory of capitalist markets. 


1. Gress Social Product and National Income 


In the course of social production (during one year, 
as a rule) the gross social product is produced. It in- 
cludes the mass of material goods and services necessary to 
continue the process of production. These include product 
transportation, its packaging, storing and maintenance, and 
public catering. Under capitalism this product takes on 
the form of commodity, therefore, like any other commodity, 
it has its own value and use value. 

The value of the gross social product equals c + v +m, 
where “c" is the value of the consumed means of production 
(transmuted value) and *"v + m" is the new value created 
over the given period by the labour of workers and employ- 
ees engaged in the sphere of material production, and also 
by the labour of peasants and artisans. The newly created 
value is called national income, It is produced in the 
sphere of material production which includes industry and 
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agriculture, construction and transport, communication and 
supplies, and also certain operations in commerce, retail 
trade and some other services, These spheres of man's acti- 
vity make up the process of production proper, or are its 
necessary continuation. Here, the workers' labour creates 
value and use value, i.e. it is productive labour. The mag- 
nitude of the value of the national income (v + m) depends 
directly on the number of productive workers and the dura- 
tion and intensity of their work. 

The services engendered by the conmodity-momey circu- 
lation, the personal consumption of the working people, the 
parasitic consumption of the capitalists and landowners, and 
also by the desire to preserve bourgeois class domination 
(the army, the police and the greater part of the state ap-~ 
paratus) are unproductive. fhe labour of those working in 
this sphere does not create either value or surplus-value, 

AS regards the composition of its use values (the phy- 
sical form), the gross social product is made up of the means 
of production and the articles of consumption. The branches 
turning out products used in production again (instmments 
of labour, raw materials, fuel, semi-finished products) are 
included in Department I of social production. The means 
of production, as we have noted earlier, are the necessary 
element of labour activity. Under capitalism they are concent- 
rated in the hands of the bourgeoisie. The branches produc- 
ing various articles of consumption (foodstuffs, clothing, 
durables) are included in Department II. 

The national income is also represented by the mass of 
various-purpose commodities. Its physical volume increases 
together with the growth not only of the value (the aggregate 
labour expenditure of productive workers), but also of the 
productivity of labour. In the latter case the cost of pro- 
duction per a unit of use value decreases, though the aggre- 
gate labour expenditure may not increase, 


General Economic Indicators The categories "gross so- 
Used in Bourgeois Statistics cial product” and "na- 


tional income" are based 
om the Marxist analysis of social reproduction and on the 
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Marxist theory of productive and non-productive labour. They 
differ in prinéiple from general econeamic indicators used 
both in capitalist national statistics and in the statistics 
of the Jnited Nations, the Organisation for Economic Co-epe- 
ration and pevelopment and other international bodies. Bour- 
geois statistics make use of the following major indicators: 
gross domestic product, gross national product and net do- 
mestic product. This invites a comparison between these in- 
dicators and those referred to above gross social product 
and national inccme, 

The gross domestic product (GDP) and the gross national 
product (GHP) of a capitalist country have common groum for 
calculation. These indicators express the aggregate volume 
of the end-product or relative net product (the sum of de- 
preciation transferred from the fixed capital to the product, 
the wages fund and the incame). In other words, the cost of 
raw materials, semi-processed goods, fuel and auxiliary ma- 
terials is excluded from the value of the capitalist product 
(c + v +m), These indicators do not include the recurrent 
objects of labour in the overlapping production processes 
(rolled steel - semi-finished steel - pipes, rails, wire). 
Moreover, bourgeois statistics count out the cost of produced 
raw materials as an independent indicator, which "dissolves", 
as it were, in the end-product. 

At the same time the end-product includes the results 
of the activity of all those employed in the national econo- 
my. In doing so, bourgeois statistics fall back on the con- 
cept that all income-making types of labour (excluding those 
“obviously criminal") are productive. By this taken the "ser- 
Vices" rendered by the army and police are also considered 
productive. 

In 1983, the US GDP totalled $3,310,000 million includ- 
ing the relative net product of the non-productive sphere. 

The difference between the GDP and GNP is the following. 
The first indicator shows the overall volume of the end- 
product produced on the territory of the given country ir 
respective of the owner-cowmtry of individual enterprises. 
The second indicator shows the volume of the end-product con- 
trolled by corporations and individuals who are citizens 
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of the given country (both inside and outside the cowmtry in 
question). These two indicators differ little in big capi- 
talist countries. 

The net domestic income roughly corresponds to the na- 
tional income, This is GDP minus depreciation. But here, too, 
double counting occurs because the wages and incomes both 
of the productive and non-productive spheres of the national 
economy are summed up. 

The statistics of the socialist countries use the 
Marxist method of figuring out the basic indicators of eco- 
nomic growth. This is why Marxist economists who study capi- 
talist reproduction and make global comparisons of the world 
capitalist and world socialist economies are hard put to it 
because they have to convert bourgeois economic statistics 
into indicators corresponding to gross social product and 
national income, 

For the aggregate product produced in the course of 
one year to be realised at value and to find the consumer, 
all the components of the gross social product have to be in 
a corresponding proportion. 


2. Simple and Extended Reproduction of 
Social Capital 

Conditions for Realisation Simple reproduction is the 
Under Simple Reproduction necessary component of ex- 

tended reproduction typical 
of capitalism. In the setting of stagnation, simple reproduc- 
tion assumes its direct or concrete form. When, however, a 
crisis sets in, reproduction is curtailed. 

Marx worked out the models of capitalist reproduction 
in Volume II of his Capital. To simplify the analysis he 
abstracted himself from foreign markets, price fluctuation 
and growth of the organic composition of capital and assumed 
that the whole sum of constant capital transferred ita value 


on the end-product and the rate of surplus-value equalled 
100 per cent, 
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Simple Reproduction 


Department I: 4000c + 1000v + 1000m = 6000 (by the end of 
the year it is 
composed of 
means of pro- 
duction) 

Department II: 2000c + 500v + 500m = 3000 (by the end of the 

year it is cam- 


posed of articles 
of consumption) 

Realisation: 4000c of the product of Department I is realised 

within Department 1; 

500v + 500m of Department IT is realised with- 

in Department II; 

1000v + 1000Qm of Department I is exchanged for 

2000c of Department II. 


The realisation and continuation of simple reproduction are 
possible if 
I(v+m) exfiec 





The national income under simple reproduction; 
I (v +m) + IT (Vv +m) = TD (c + V + m) 


fhe chief condition for the realisation of social pro- 
duct under simple reproduction is the equality of the new 
value (v + m) of Department I, existing at the end of the 
year in the form of means of production, and the transferred 
value of constant capital "c" of Department II, embodied 
at the end of the year in articles of consumption. There is 
an objective need for exchange between these elements. fhe 
workers and capitalists of Department I must convert their 
incomes into articles of consumption, whereas the value of 
the constant capital of Department II must again be converted 
into means of productian. 

Under simple reproduction the national income created by 
both departments goes entirely for the personal consumption 


of the capitalists and workers and becomes therefore articles 
of consumption. 


162 


Conditions for Realisation The prime condition for ex- 

Under Extended Reproduction tended reproduction is the 
inequality: I (v + m)#@IIc. 
The changes in the correl- 

ation of the components of the diagram of extended reproduc- 

tion are dictated by the need for accumulation, i.e. for 

the preservation, in the form of means of production, of part 

of the surplus-value produced in Department I. 


Diagram 2 
Extended he production 
The results of the first year: 
Department I: 4000c + 1000v 4 1000m = 6000 
Department II: 1500c + 750v + 750m = 3000 
500m, = 40Qn,c + 100m, v 
accumulation in Department I: 1000m {accumulation fund) 
500m, (consumption fund) 


The accumulation transforms Department I into the following 
equality: 


4400 (c + mc) + 1100 (v 4+ mV) + 500m. = 6000 
Department JI offers Department IT possibilities for 


accumulation: 150m, = 100m,c + 50m, v 
(accumulation fund) 


600 nm, 
(constmaption fund) 


II 750 m 


The accumulation transforms Department II as follows: 
1600 (c + m,°) + 800 (v + m,v) + 600 m, = 3000 
Realisation: 4400c of. Department I and 800v + 600m of Depart- 
ment IT are realised within these departments, 
whereas 1100v + 500 m of Department I are ex- 
changed for 1600c of Department II. 
The condition for the realisation and continuation of extended 
reproduction is the proportion: 
I (v + mV + Mo) xe II (c + m,c) 
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The next year starts with: 
Department I: 4400c + 1100 v 
Department IIT: 1600c + 800v 


Its results: 4400¢ + 1100v + 110Qm = 6600 
1600c + 800v + 800m = 3200 (the analysis can 
be extended ) 


The national income under extended reproduction is: 


I (v +m) + II (v +m) = II (c+ Vv +m) + Ime + IIme 


The realisation of the social product under extended 
reproduction shows that Department I determines the size of 
accumulation in Department II. This is understandable be- 
cause a new production cycle, both in Department I and De- 
partment II can be started after the material factors of 
production have been distributed in the proportion required 
by extended reproduction. 

The chief condition for the realisation of the social 
product under extended reproduction is the equality bet- 
ween the variable capital (the original - v and the addi- 
tional - m.v) and the consumed surplus-value (m5) of Depart- 
ment I, which are to be converted into articles of coansump-~ 
tion, on the one hand, and the constant capital (c) together 
with its increment (m5¢) , produced by the surplus-value, of 
Department II, on the other. 

Under extended reproduction the national income 
/ (v +m) in doth departments/ is represented, as far as its 
physical form is concerned, by all the articles of consump- 
tion produced during the year, plus the part of the means of 
production that goes for the extension of capital (c) in 
both departments. 

The above diagrams and conditions for extended reproduc- 
tion show that the scale of accumulation in Department I ex- 
ceeds that in Department II. Capitalist society, as Marx 
noted, “employs more of ita available anmal labour in the 
production of means of production... which are not resolvable 
into revenue in the form of wages or surplus-value, but can 
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function only as capital."! The share of branches within 
Department I accounts for 60 per cent of the conventionally 
net product of the US industry. 

Lenin analysed extended capitalist reproduction when 
the organic composition of capital grows, and clearly showed 
that in this case accumulation growth rates in the produc- 
tion of means of production continuously and markedly exceed 
those in the production of articles of consumption. 

This priority growth of the production of means of 
production illustrates the history of capitalist machine pro- 
duction. Thé growth of labour productivity involved a decrea- 
se in the value of a unit of product, which meant that the 
share of materialised labour (the transferred value of the 
means of production) was higher than the share of living la- 
bour (the new value). Hence the conclusion: the need for ex- 
tended replacement of the used-up means of production in- 
creased at a higher rate than the need for articles of con- 
sumption. 

The priority growth of the production of means of pro- 
duction had different rates in different historical periods. 
Over the last few decades, the growth rate of branches with- 
in Department I in the industrial capitalist countries did 
not exceed (or exceeded only slightly) those of the branches 
within Department II. The causes are varied, including lower 
prices for means of production, their higher efficiency, 
lower material and capital intensity of production, higher 
"technisation" of the consumption sphere. These factors 
have, however, uneven effects. 

Marx's theory of capitalist reproduction shows what 
conditions make the process of reproduction continuous. But 
the theoretical analysis made by Marx and Lenin is by far not 
exhausted here. They reiterated that recognising the possible 
continuity of capitalist reproduction was not tantamount to 
translating abstract conditions into reality. In practice 
this normal course is frequently disrupted. Marx wrote; 
"This process is so complicated that it offers ever so many 


1 Karl Marx, Capital, Vol. II, pe. 442. 
2 See YV.I-e Lenin, Collected Works, Vol. 1, pp. 104-105. 
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occasions for running abnomally"! Lenin pointed out that 
the abstract theory of capitalist reproduction and realisa- 
tion must not be confused with the concrete historical con- 
ditions of realisation of the gross social product in spe- 
cific countries. @ 

The subsequent analysis will show why breaks in the 
normal course of social reproduction are inevitable. 


3. Distribution of National Incame 


We have seen that the national income created by the 
branches of material production takes on the form of articles 
of consumption and the means of production necessary to extend 
production. How is the national income distributed in capi- 
talist society? 


Primary Distribution of AS a result of the primary 
National Income distribution, the newly created 
value becomes the income of the main classes of capitalist 
society (see Diagram 3). 


Diagram 3 
Distribution of National Income 
Income of Income of Commer~ Loan Ground 
Productive Industrial cial Interest Rent 
Workers Capitalists Income 
State Budget 


Payment for Services of 
Non-Pproductive Sphere 


Channels of Redistribution: 
Monopoly prices 
Mmflation 


Consumption Pund 
Accumulation Fund 

Use of National Incame: 
Maintenance of Armed Forces 
Net Expenditures 


» Karl Marx, Capital, Vol. II, p. 500. 
VeIeLenin, Collected Works, Vol.,4, De 87. 
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This distribution of the national income is effected in the 
setting of a fierce class struggle between the working people 
seeking to check the tendency toward a relative deterioration 
of their position, and the capitalists striving to convert 
the results of scientific and technical progress into profit. 
Various groups of capitalists are also engaged in a fierce 
competitive struggle to rip off their share of the surplus- 
value. 


Redistribution of Natio~ The state budget is the chief 
nal Income instrument for redistributing 
the national income. Today between 30 and 50 per cent of it 
is redistributed through that channel in the capitalist 
world. By means of taxes and loans the state appropriates 

a large share of the workers! wages and part of the capital- 
ist profit. Taxes levied on the working people in the United 
States, for example,‘ make up some 70 per cent of the state 
budget revenue. The money is used to prop up the capitalist 
system and increase the profits received by the big bourgeoi- 
sie. Military spendings stand high on the list of priorities 
in state budget expenditures in the imperialist countries. 
These include primarily the bills coming in from the milita- 
ry-industrial complexes that manufacture weapons. (In the 
United States, for example, arms expenditures account for 
Close to 30 per cent of the federal buaget). Budget appro- 
priations for public education, health care, social needs 
and environment protection measures are at the bottom of 

the list. 

The national income is also redistributed by way of 
paying for non-productive (though necessary) services. This 
includes payments made by the population out of their family 
budgets for the medical care, communal services and enter- 
tainment and contributions to public organisations. 

As capitaliam develops, the mechanics of fixing monopoly 
prices and inflation came to play an increasingly important 
role as a means of redistributing the national incme or, 
to be more precise, as another tool for robbing the working 
people. By fixing monopoly-high prices, big capital appro- 
priates part of the national income created in the non- 
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monopoly sector, i.e. by the small producer in town and the 
countryside, and cuts down the income of the other sections 
of the working people. In the setting of inflation commodity 
prices rise, as a rule, faster than the workers!' wages. In- 
flation thus becomes an additional "tax" levied on the work- 
ing people. The growing cost of living and dwindling real 
incomes bring special hardships to the "have-not" sections 
of the population, 


Use of Wational Income Once the national income has 
been redistributed, the final 
incomes of the working people, 

the exploiter classes and the capitalist state are formed. 

They are used for accumulation, i.e. for the extension of 

production in all secters of the capitalist economy; for 

the consumption of material goods and services by the work- 

ing people and the exploiter classes; for the payment of net 

circulation expenses; and for the maintenance of the armed 
forces (budget appropriations). 


4. Contradictions of Capitalist Reproduction 
and Inevitability of Economic 


Crises 


Crises are old and chronic disease of capitalism. Since 
1825 they have been recurring every 8 to 12 years, engulfing 
an ever increasing number of countries and thus assuming 
worldwide proportions, Moreover, each new economic calamity 
differes from its predecessor. Crises are not copies of one 
and the same original. Crises of overproduction interwine 
with protracted agrarian crises, monetary catastrophes and 
(in our day) world structural crises. 

Is there any way of saving capitalism from systema - 
tically recurring economic crises? Bourgeois science has 
been searching for remedies to cure capitalism from cyclic 
catastrophes for more than a century. The works by John 
Maynard Keynes played a special role in bourgeois economic 
theory and practice. He agreed that capitalism cannot automa- 
tically rid itself of crises, and therefore suggested a 
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system of government measures to ease their effects and 

then do away with them by stimulating investments and demand, 
introducing tax cuts for the entrepreneurs and drastically 
increasing government spendings. To expose the wntenability 
of Keynesianism and other bourgeois theories of crises, the 
nature of such economic upheavals should first be understood 
and the results of capitalism's economic development analysed. 


Causes of Economic What are the reasons behind over- 
Crises production and unemployment in a 
society where the living standard 
of the working people's masses has room for improvement? Why 
do the banks accumulate excessive capital while small pro- 
ducers in town and village are ruined and the social needs 
of the population are not satisfied? Let us have a deeper 
look into the contradictions of capitalism. 

The antagoniam between the productive forces and the 
capitalist relations of production takes on the form of 
contradiction between the social nature of production and the 
capitalist private form of appropriation. As production 
Grows on a mass scale and its branches become closely inter-~ 
twined, the economic mechanism calls for centralised ma- 
nagement. But socially, production is fragmentary and scat- 
tered among private capitalist entrepreneurs. This deep- 
seated socio-economic basis of the capitalist economy finds 
its expression in the variety of contradictions leading di- 
rectly to a crisis. 

The contradiction between the relatively organised 
production process within one enterprise or monopoly and the 
reign of anarchy and campetition in the economy at large 
serves a driving belt for the main antagonism of capitalist 
production and econamic crises, Phe social division of la- 
bour and the specialisation of individual branches make it 
imperative that the camponent parts of the national econony 
be strictly proportionate. but the activity of individual 
entrepreneurs guided by the wish to make their enterprise 
profitable and competitive, inevitably violates the condi- 
tions and proportions necessary to reproduce and realise the 
whole sum of social capital. 
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By absolutising this canse of crises, many bourgeois 
economists (from the time of David Ricardo), social-reformisn 
theorists (Rudolf Hilferding, Eduard Bernstein) and also 
the Russian "legal Marxists" explained crises by "dispropor- 
tions". Once the disproportions are removed by way of, say, 
state regulation, the "evil of crises" will be uprooted. 

Here we have a one-sided approach to explaining the 
cause of such complex a phenomenon, as the crisis. 

Alongside the inevitable disproportions, capitalism 
is characterised by the contradiction between production 
and consumption which "is due to the tremendous" rate at 
which production is growing, to the tendency to unlimited 
expansion which competition gives it, while consumption 
(individual), if it grows at all, grows very slightly; the 
proletarian condition of the masses of the people makes a 
repid growth of individual consumption impossibley | 

Essentially, one and the same cause, viz., the striving 
for maximal profits, gives rise to a tendency to wilimited 
expansion of production, on the one hand, and limits (due 
to a higher degree of exploitation) the effective demand of 
the working people, on the other, The gap between production 
and consumption growth rates disrupts the conditions necessa- 
ry for the realisation of social product. 

A number of bourgeois and petty-bourgeois theorists 
separate the conflict between production and consumption 
from the main capitalist contradiction, from the whole system 
of capitalist contradictions, distort its essence and explain 
crises by "low demand", This concept was advanced in the 
early 19th century by Simon de Sismondi (Switzerland). In 
Russia, it was backed by the Populists. Keynes, too, adhered 
to it to a certain extent. Criticising the theory of "low 
demand", Marx and Lenin exposed the dialectical essence of 
the contradiction between production possibilities and ef- 
fective demand under capitalism. Marx emphasised that ex- 
plaining crises by a low effective demand was a tautology. 
Thwarting the attempts at finding the "remedy" in merely 
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increasing the working people's share in the social product, 
he noted that the crises of overproduction "are always pre- 
pared by precisely a period in which wages rise generally."! 
Lenin @epposed the thesis that production and consumption are 
directly linked up. His analysis of the capitalist market 
showed that it develops due to a growing demand for the 
means of production and the relative independence of Departm- 
ent I. This proposition is of great theoretical and practical 
significance. Lenin proved that a growing disproportion 
between production and consumption ends up in a crisis only 
eventually and in combination with capitalism's other con- 
tradictions. He also proved that the disintegration of small- 
scale production does not lead to absolute shrinkage of the 
capitalist market and that erises cannot last forever and 
bring about an automatic collapse of capitaliam. 

The main contradiction of capitaliam is socially ex- 
pressed in the class antagoniam of bourgeois society. ‘The 
dire consequences of capitalist exploitation are especially 
felt during crises, the contradiction between the bourgeoisie 
and the proletariat becomes extremely acute, compelling the 
broad popular masses to rise up for struggle against the 
system of hired slavery. 

All the contradictions discussed above are closely inter- 
connected and interdependent, forming a system of objective 
factors which turn the possibility of crises into inevitabi- 
lity. The contradiction between the social nature of labour 
and the capitalist form of appropriation of its results is 
the deep-seated basis for inevitable crisis phenomena in the 
capitalist world, 


Cyclic Wature The cause of the regularity of economic 
see bahear pal crises lies in the way the capitalist 


contradictions operate. Disproportions 

end unevenness in the development of 
various branches and enterprises, including the chief dis- 
proportion of capitalist reproduction, viz., the gap between 


' karl Marx, Capital, Vol.11, p. 415. 
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production and consumption, accumulate gradually and are 
partially alleviated due to price changes and capital out- 
flow. Once their concentration has reached its peak, 
quantity changes into quality and a violent outburst of 
contradictions, a crisis, occurs. 

In the age of free competition, capitalist production 
consecutively passed through the phases of crisis, depres- 
sion, recovery, and boom, which together formed an economic 
cycle. 

The crisis is the main, constituting phase of the 
cycle. Om the visible side, it is seen in the overproduction 
of commodities, the pile-up of their unsold stocks, bank- 
ruptcies, unemployment and a sharp de@line in the living 
standard of the working people. "Abumdance", justly wrote 
Charles Fourier, the famous French social utopist, "becames 
a@ source of poverty and hardships®. On,the invisible side, 
the crisis operates as a means of resolving, in a violent 
way, the accumulated disproportions. production is drasti- 
cally curtailed and adapts to the existing demand. The crisis 
opens the way for further development of production and ag- 
gravation of the contradictions inherent in it. 

The decline of production stops. Yet the economy remains 
etagnent for some time. The rate of profit is relatively low 
and the rate of interest also decreases due to the absence 
of appreciable demand for capital. The accumulated stocks of 
commodities are gradually sold out. These features charac- 
terise the phase of depression, which is a period of adapta- 
tion to the new state of the post-crisis economy. 

At the same time the capitalists increasingly seek to 
cut down the cost of production and increase the profitabili- 
ty of their enterprises. A need srises to replace the fixed 
capital which has became obsolete morally and worn-out phy- 
sically. Capitalist production enters the phase of recovery. 
The increased demand for the means of production stimulates 
the development of branches within Department I. The in- 
creased number of people employed in these branches in tum 
expands the market for consumer goods and speeds up the de- 
velopment of production in Department II. The latter also 
increases its demand for new means of production. Production, 
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as a whole, grows at a higher rate, prices and rates of pro- 
fit increase rapidly and wemployment drops to a certain 
extent. As a rule, recovery grows over into boom. Now the 
scale of production exceeds the pre-crisis peak and produc- 
tion grows in net terms. This growth may have a very high 
rate and bring about the minimum (within the given cycle) 
level of unemployment, higher wages and effective demand, 
Capital investments also enter a boom phase. The capitalist 
economy looks prosperous. 

But the boom is also characterised by the stepped-up 
accumulation (albeit covert) of all sorts of economic dis- 
proportions and disparities and a speedily growing gap bet- 
ween the swift growth of production and the slower rate of 
growth of the purchasing power of the working people. Fac- 
tors, such as the use of the credit system, a higher demand 
on the part of trading intermediaries and not completed 
construction projects, may for some time delay crisis pheno- 
mena. Ultimately, however, the lingering malady breaks 
through and spreads, like an epidemic, over the whole of the 
economy, engulfing one country after another, 

To sum up, economic crises repeat periodically because 
of the inner contradictions of capitalism. Rach crisis clears 
the way for a new production cycle and determines its cha- 
racter and peculiarities. 

Crises are most painful to the working people. They 
drastically cut down their real incomes and bring about mass 
unemployment, their rights and social gains are threatened, 
many small producers (handicraftsmen and peasants) are ruined, 
hunger and poverty set in. 


5e Specific Features of Cyclic Development 
of Contemporary Capitaliam 


fhe history of monopoly capitalism and the postwar eco- 
nomic development both show that the law of crises is still 
operational. The world crisis of 1929-1933 was unprecedented 
in length and depth. Its consequences were still felt seve- 
ral decades later. More than 30 per cent of the working 
people lost their jobs. Contemporary crises have taken on 
new and no less acute forms, 


173 


Specifics of Postwar In the postwar period, crises hit 
Crises the US ecanamy as early as 
1948-1949 amd 1953-1954. ‘The 
severe crisis of 1957-1958 assumed worldwide proportiona,. 
In 1965-1967 the crisis wave swept Western Europe. In 
1970-1971 another crisis broke out in the United States. 
Particularly deep was the crisis of 1974~1975 which gripped 
all the three imperialist centres (the United States, 
Western Europe, and Jaan). Output in the industrial capi- 
talist countries slumped by the total of more than 10 per 
cent, In 1980-1982 the world capitalist econany was hit by 
a new crisis of overproduction. In the USA production drop- 
ped by 9.1 per cent; i> Britain, 10.5 per cent and 
in the developed capitalist countries in general industrial 
output fell 4.5 per cent. In the early 1980s capitalism is 
immersed in what is already the third economic recession in 
the past ten years. This prompts the conclusion that the 
first postwar decade (1950-1960) was characterised by in- 
creasing rates of economic growth in the capitalist world, 
whereas the second decade (1970-1980) was marked by declin- 
ing growth rates. 

Let us have a closer look at the specific features of 
the postwar capitalist cycles. 

1. Crisis phenomena have become more frequent. 

2. The depression phase sometimes never comes or is 
radically curtailed; recovery rapidly turns into boom or, 
conversely, recovery is followed by a new crisis. The clas- 
Bic sequence of cycle phases is thus disrupted. 

3. The unemployed armies in the boom phase remain 
chronically static or even grow larger. 

4. Crises do not entail price drops. Moreover, in the 
1970s and 1980s they even brought about higher inflation 
rates, 

5. Tendencies toward asynchronous aud synchronous de- 
velopment of world capitalist crises intertwine. In the 
1950s and 1960s crises gripped predaminantly individual re- 
gions of the developed capitalist world (the United States 
in the first place), whereas in the 1970s there was a lead- 
ing tendency toward internationalising economic upheavals. 
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This tendency is not, however, stable. 


Causes of Changes in What are the causes of the above 
Cyclic Development of 
Capitalism changes in the cyclic development 
of modern capitalism? 


The economic effects of World War I have proved to be 
quite different for different imperialist centres. The im- 
pressive deferred demand, the depreciation and physical des- 
truction of the means of production stimulated the market 
in some West European countries (especially West Germany) 
and Japan and delayed the oncoming crisis of overproduc- 
tion. 

The scientific and technical revolution in the postwar 
period promoted economic growth by way of enhancing the di- 
vision of labour and the specialisation of production, i.e. 
by expanding the market above all for the products of De- 
partment I, It sped up the moral wear of machinery and an- 
plified the need for its replacement. At the same time pro- 
gress in science and technology has sharply exacerbated all 
the contradictions of the capitalist econamy, expedited the 
growing disproportions and general instability of economic 
development. 

State-monopoly regulation affected the cycle in a 
peculiar way. The so-called anti-crisis govermment policy 
cannot, of course, liquidate crises. Yet this policy is 
to a certain extent responsible today for the "ups and downs" 
in the cyclic development of capitalism, for the inter 
twining of industrial and monetary difficulties and for the 
growing insecurity of the broad popular masses, 

The need for state intervention in the economy has 
become imperative not only because the contradiction between 
the level of the socialisation of production and the private 
capitalist appropriation has sharply exacerbated and not only 
because the vagaries of the market may bring about calamities 
unprecedented in acale and depth, but also because this in- 
tervention, given the existing correlation of forces in the 
world and the growing might of the socialist world system, 
has became an important element of the home and foreign eco- 
nomic policy of many capitalist countries. Their leaders 
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are well aware that crisis upheavals in the economy intensi- 
fy the class struggle and bring nearer the collapse of the 
capitalist system of exploitation. This is why the proponents 
of the anti-crisis policy once again have turned to the 
theory of Keynes and his followers, and to recipes offered 
by some other bourgeois theorists. 

Government activities to liven up the existing economic 
situation include measures to expand the market artificially 
through state orders and purchases, to mobilise (through 
loans and taxes) the relatively surplus capital and savings 
of the population in order to turn the money into effective 
demand, end to subsidise the entrepreneurs. Economic developn- 
ent programmes are introduced as a means of alleviating 
disproportions. To expand the boom phase the state adopts 
measures which slow down feverish growth at the concluding 
stage of the cycle (these include higher corporate taxes 
and higher~interest credits). To liven up the economy grip~ 
ped by crisis and depression, the state offers lower-in-~ 
terest credits and extends considerable tar benefits to the 
entrepreneurs (the "stop-and-go" policy). 

It must be emphasised that all these measures are 
superficial, cosmetic and therefore cannot remove the anta- 
gonistic contradictions inherent in the capitalist system. 
In most cases state regulatory measures are adopted at the 
expense of the working people. Inflation has become an in- 
evitable result of the state-monopoly policy of main- 
taining monopoly-high profits and building up the arms in 
an unstable economic situation. 

Formerly, higher inflation rates were indicators of a 
better market outlook and the deficit financing of the eco- 
nomy was resorted to, according to the Keynesian conception, 
in order to lead the econamy out of the crisis. In the 1970s 
and 1980s, however, this remedy has proved inadequate. 
During the 1974-1975 crisis government-sponsored tax cuts 
and subsidies were eaten up by galloping price in- 
creases, whereas the physical volume of production remained 
stagnant or grew but slightly. The capitalist cycles today 
are characterised by stagflation. This is a novel phenomenon 
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showing that low (sometimes zero or even minus) economic 
growth rates intertwine with continious (sometimes ex- 
tremely rapid) price rises. The following figures are in- 
dicative. 

State measures to check stagflation are contradictory 
and disorganise the economy even more, To curb inflation 
the former US Administration under Jimmy Carter boosted the 
credit interest rate to 21 per cent. Keeping the bank in- 
terest rate at a high level, Ronald Reagan's Administratian 
is trying to augment the demand by cutting taxes, slashing 
simultaneously government expenditures for social needs. But 
the results achieved so far are deplorable, 

Growing unemployment is a direct outcome of stagflation. 
Capitalist rationalisation also contributes to a higher 
unemployment figure. The effectiveness of rationalisation 
is measured against the cost of production, which is reduced 
primarily at the expense of those workers who are fired as 
redundant. The employment outlook is gloomy. It is estimated 
that in 1983 the official unemployment figure in the in- 
dustrial capitalist countries reached 30,000, 000. 

The synchronisation of the world cycle is determined 
primarily by the increasing internationalisation of capital- 
ist production and the growing instability of modern capital- 
ism in general. But the synchrmiisation of the world cycle is 
only a tendency because there still exist factors account- 
ing for the uneven development of the cycle depending on 
specific countries and regions. These factors include dif- 
ferences in the economic effectiveness of the national forms 
of state-monopoly regulation and the impact of the energy and 
other structural crises. 

During a crisis the working class and the commmist 
parties are faced with a double-prong task, viz., to mind- 
mise their hardships and losses, on the one hand, and to make 
maximum use of the opportunities offered to educate the mas- 
ses and make them aware of the need radically to change the 
existing society. This makes relevant the demands that de- 
mocratic control be instituted over price fluctuations, 
structural changes in the economy, measures to train and re-~= 
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train skilled workers and radical steps to ameliorate fo- 
reign trade. The communist parties also oppose the drive 
to "solve" the employment problem by stepping up the pro- 
duction of arms. 


Militarisation of Capitalist Contemporary capitalism is 

Economy and Reproduction characterised by the in- 

creasing militarisation of 

the economy. In the period between 1970 and 1979 alome, the 
military expenditure of the NATO cowmtries doubled, having 
exceeded $ 200,000 million in 1979. Imperialist ideologues 
say that the arms race has a benevolent effect of economic 
growth. During the Presidency of Jolm FP. Kemmedy, his ad- 
visers, for example, believed that each dollar of US go- 
vermment defence appropriations incurs spending by private 
companies one or one and a half additional dollars, which 
results in a more than two-fold increase of the demand, 
Other bourgeois economists estimate that military apendings 
make the multiplication factor even higher, 

True, under certain conditions the militarisation of 
the economy may positively affect the econamy and prolong 
the boom phase. To maintain the military sector the state 
not only cuts down the consumer demand of the working people, 
but also mobilises excessive capital. In the latter case the 
overall effective demand may increase. Militarisation sti- 
mulates the development of production in Department I 
(equipment, semi-processed goods, strategic stocks) and in 
Department II (army maintenance) and increases the work load 
of the production apparatus. But this effect is limited, 

A galloping rise in arms spendings replaces, rather than 
augments, the demand for civic~-oriented products. Changes in 
the structure of the military market and gearing industry 

to producing special types of military hardware when the de- 
mand for conventional arms is limited slow down the developm- 
ent of basic industries and reduce the overall employment 
figure. 

Statistics show that countries with a higher share of 
arms spendings, have, as a rule, substantially lower rates 
of economic growth and accumulation. During the entire 
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length of the postwar period the United States! military 
expenditure accounted for an exceptionally high share of 
its GNP (some 7 per cent). In West European countries the 
figure was 3.6 per cent and in Japan, between one and ome 
and a half per cent. During the 1970s the share of accumla- 
tion (investments in fixed capital) decreased from 17 to 14 
per cent in the USA, remained at the level of 23 per cent 
in West Germany and reached the high mark of 34 per cent in 
Japan. This is only naturel. Imdeed, the arms race is not 
dictated by the need to develop the productive forces. 
purely military products do not serve the goal of contimiing 
production or reproducing labour power. They are paid for 
by redistributing the national income, 

When, however, military production does sometimes sti- 
mulate econamic progress, this is not because it is military 
per se, i.e. specific in its character and purpose, but 
because weapons make up part of the national commodity market, 
Similarly to governmmet outlays for "public works", in- 
frastructure and the like, military spendings can exert a 
temporary stimulating effect on the economy. 

But the specifics of the military sphere are only 
fraught with negative economic consequences, dangerous poli- 
tical implications and apocaliptic prospects for humankind, 
The burden of the arms race hampers the working people's 
strugle to improve their well-being, raise their educational 
and cultural level and eliminate poverty and disease. Ac- 
cording to UN statistics, the world's military spendings are 
four times higher than the sum spent by the world on public 


health. Not war preparations that doom the people to a sen- 


seless squandering of their material and spiritual wealth, 
but consolidation of peace that is the clue to the future. 


Chapter 8 


LAWS GOVERNING EMERGENCE AND DEVELOPMENT 
OF MONOPOLIES AND FINANCE CAPITAL TODAY 


At the turn of the century capitalism entered its 
highest and last stage of development - the imperialist 
stage. 

Imperialism is characterised by deep~going changes in 
the economy and policy of the capitalist cowmtries. The pro- 
letariat's practical revolutionary struggle made it imper 
ative to study these changes from the Marxist position. This 
task of historic significance was accomplished by Lenin, the 
great follower of the cause of Marx and Engels. 


Significance of Lenin's Before studying the stage of 
Theory of Imperialism imperialism, one has to rea- 
lise the full depth of 
Lenin's theory of imperialism, which constitutes an epoch 
in the development of Marxist theory. Lenin's study of im 
perialism, particularly his Imperialim, the Highest Stage 
of Capitalism, is a direct follow-up of Marx's Capital. 
Lenin defined the essence of imperialism, its main features, 
the causes turning the capitaliam of free competition into 
imperialism, and also showed the significance of this fact 
for the revolutionary process as a whole. Lenin's theory of 
imperialism underlies his doctrine of socialist revolution, 
which has been borne out by the development of humankind 
in the 20th century. 

Lenin showed that imperialism is capitalism that has 
entered its highest and last stage of development. Under in- 
perialism, plants and factories, land and minerals still be- 
long to individuals - the capitalists, whereas the workers 
are still deprived of this wealth and are campelled to sell 
their labour power to the capitalists, Yet, as distinct from 
old-time capitalism, i.e. the capitalism of free competition, 
under imperialism there emerge large capitalist enterprises 
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and their alliances - the monopolies, which establish their 
domination inside and outside individual cowtries, pene- 
trate into all branches of the economy, including the bank- 
ing sphere, The intertwining and merging of industrial and 
banking monopolies gives rise to a new type of capital - 
finance capital. The power of finance capital and its owners 
- the financial oligarchy - affects all spheres of society's 
life. The monopolies plumder the wealth of other countries 
by exporting their capital, setting up powerful internation- 
al capitalist alliances and dividing the world economically 
and territorially. All these features, Lenin wrote, are the 
basic economic peculiarities of imperialism, which, histori- 
cally, make it the eve of a socialist revolution. 

The features of imperialism are closely intercomnected 
because, for all their variety, they are mere manifestations 
of one basic feature of imperialism, viz., monopoly domi- 
nation. Giving a more concise definition of the economic 
essence of imperialism, Lenin emphasised that imperialism 
is monopoly capitalism. 

The all-round analysis of imperialism enabled Lenin to 
outline unprecedented possibilities for the revolutionary 
movement in the new age and to evolve a theory of world so- 
cialist revolution in keeping with the new historical situa- 
tion. Lenin's theory of imperialism shows that, on the whole, 
the system of world capitalism is ripe for the socialist 
revolution. Yet the law of the wmeven economic and political 
development of capitaliam in the age of imperialiam makes it 
impossible for the socialist revolution to triumph in all 
the countries simultaneously. By creatively developing 
Marxism, Lenin was first to arrive at the conclusion that 
the socialist revolution may and will inevitably triumph at 
first in several or even one cowmtry. Having discovered the 
law of the wneven economic and political development of ca- 
pitalism at its imperialist stage, Lenin concluded that dif- 
ferent countries would not come to socialism simultaneously 
and that the imperialist front might not necessarily be 
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broken through in the most developed capitalist country. 

By his analysis of the eoonomic and socio-political 
contradictions of imperialism, Lenin proved that capitalism 
would collapse as a result of breaking the world capitalist 
system in its weak points and the falling away fram this 
system of ever new countries. So, Lenin's theory of imperial- 
ism served the basis for a new theory of socialist revolu- 
tion. This was Lenin's great contribution to the development 
of Marxism, a new and invaluable ideological weapon for the 
working class in its revolutionary struggle against capital- 
ism. 

Lenints theory of imperialism combines a thorough 
scientific analysis of the most complicated processes of 
monopoly capitalism and a sharp criticism of the bourgeois 
and opportunist "theories" of imperialisn. 

Lenin gave the lie to the false explanations of the 
essence of imperialism and its place in history offered by 
bourgeois economists and opportimists of all Imes. He showed 
that imperialism is far from being an ever-lasting phenamen- 
on in human history and that it is transient. This makes 
relevant the anti-imperialist struggle for the triumph of 

socialist revolution and the building of socialisn. 
Lenin also exposed the falsehood of depicting imperialism as 
@ source of social progress, having shown that imperialism 
only amplifies reaction in all spheres of society's life. 

The content of Lenin's theory of imperialiam is ample 
proof of the utter untenability of the assertions that Le- 
ninism has allegedly lost its relevance, 

Lenin's theory of imperialism was the greatest contri- 
bution to Marxiam, a new stage in its development. This theory 

provides the key to an wmderstanding of the specific 
features distinguishing imperialism at its present stage of 
development. 

The theory of imperialism continues to be developed by 
the communist and workers! parties, by the revolutionaries in 
all countries, The 26th CPSU Congress analysed capitalism's 
present-day situation and its outlook for the future, showed 
that its contradictions grow more acute and made conclusions 
which further develop Lenin's theory of imperialism. 
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1. Laws Governing Emergence of Imperialist Monopolies. 
Essence of Monopoly 


Lenin pointed out that "free competition gives rise to 
the concentration of production, which, in turn, at a cer- 
tain stage of development, leads to monopoly". | 


Ia RS of Production Monopoly, Lenin emphasised, 
as Material Basis and Cause 
of Emergence of Monopolies is "the deepest econamic 


foundation of imperialism"> 
Before studying the 
economic essence of imperialism, one has to understand the 
causal connection between capitalist concentration (i.e. 
the increasing size of enterprise, the concentration of 
labour power and machinery there, and the like) and monopo- 
lies. 

A monopoly is a company, association orat least an 
agreement concluded by big capitalists, which concentrates 
the capital and production of a significant (or even bigger) 
section of one or several industries, enabling the given 
company (or companies) to make regular superprofits. 

The possibility of establishing monopoly domination in 
& number of big capitalist countries became real at the end 
of the 19th century, when concentration attained a high 
level. Before the middle of the 19th century, when the level 
of concentration was relatively low, agreements would have 
had to involve hundreds, or even thousands, of capitalists, 
which was virtually impossible. The situation changed when 
the concentration became so high that there were only a few 
dozen big enterprises in each of the key branches of produc~ 
tion. 


By the end of the 19th century monopolies had became 
not only possible, but inevitable. Even the biggest indivi- 
dual capitalists could no longer put up the money needed for 
the vast production units and camplexes. Only monopoly as- 

' ¥.I. Lenin, Collected Works, Vol. 22, ps. 200. 
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sociations of big capitalists, ise. only as- 
sociations controlling a large share of the aggregate capi-~ 


tal functioning in any particular branch, made it possible 
for really big enterprises to emerge and develop. Thus, 

at a certain stage of the evolution of capitalist ownership 
the monopoly form of ownership became inevitable. It was a 
reaction of capitalism to the objective tendency towards the 
elimination of all private ownership of the means of pro- 
duction, which was a consequence of the development of the 
productive forces. 

Lenin wrote; "The rise of monopolies, as the result of 
the concentration of production, is a general and fwmdament- 
al law of the present stage of development of capitalism. wl 
By showing that the sphere of material production is decisive 
for the emergence and development of monopolies, Lenin re- 
futed the various bourgeois and opportunist conceptions that 
distorted the way monopolies formed and the essence of im- 
perialism. Today, too, some bourgeois economists reject the 
decisive role of the concentration of production in the ap~ 
pearance of monopolies, limiting the sources of monopolies 
to the sphere of circulation. They are echoed by the right 
opportunists who try to prove that there is no need to 
nationalise the monopoly property in the sphere of produc- 
tion. This only means that the economic roots of the monopoli- 
es remain intact, 

The law of the development of monopolies, discovered by 
Lenin, is a universal law operating in any sphere of capital- 
ist production and in any capitalist country. Moreover, 
the emergence of monopolies depends not only on concentration 
per se, but also on its degree which is bound to be dif- 
ferent in different branches of the capitalist economy and 
in different capitalist countries, 

It is important to note here that monopolies also develop 
unevenly. Lenin showed that in European countries, such as 
Britain, Prance and Germany, in the Ynited States and in some 
other countries monopolies began to develop speedily at the 
turn of the century. But in countries with a medium level of 
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cupitalist development, such as Portugal, Spain, Greece, 
Brazil and Mexico, which depended (and largely continue to 
do so) on the big imperialist powers, monopolies emerged 
somewhat later. In many cases they appeared as late as recent 
decades. Although monopolies develop in such cowmtries in 
quite a new setting (the existence of the world socialist 
system and the collapse of the colonial system), the main 
features of this development may only be correctly understood 
on the basis of Lenin's theory of imperialism. 

In the overwhelming majority of developing countries 
foreign-based capitalist monopolies continue to be active, 
seeking to retain these countries within the orbit of impe- 
rialist dependence, 


Key Features of Now that the origin of monopolies is 
Monopolies understood, their essence becomes 
clearer, 


Lenin's view of the essence of a capitalist monopoly 
includes two factors. On the one hand, a monopoly implies 
a large enterprise or association which takes over a consi- 
derable part of the output and sales of a particular product. 
On the other, this association seeks to make monopoly-high 
profits by using economic levers which enable it to impose 
its own terms on the market, 

The principal feature of a monopoly is its domination 
over a large part of production in any particular branch. 
The size of this part and the methods used to effect domina- 
tion vary with conditions. But it must always be big enough 
to establish control and damination to a point where the 
company's overwhelming economic superiority enables it to 
obtain profits much higher than those of the small and me- 
dium enterprises. 

So, basically a monopoly (a) concentrates enormous sums 
of capital which gives it vast economic power and a big ad- 
vantage over the multitude of smaller capitalists; and (b) 
appropriates monopoly superprofits, this being the econanic 
form in which monopoly domination is realised, 

How can the presence of monopolies and the degree of 
their domination be established? As Lenin showed, the ob- 
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jective indicator of monopolisation is the share of the 
biggest enterprises in the total industrial output of an 
industry, a country or the world, as well as in the number 
of the workers employed and in the aggregate mass of the 
capital used. Its other indicators may include the size of 
the profits realised by monopoly associations, their rate 
of profit, and also the share of the profits made by such 
groups in the total capitalist profit. 

The domination of monopolies is the most important 
feature of imperialism. Fach monopoly amplifies the social 
nature of production. But it does not resolve the main con- 
tradiction of capitalism, i.e. the contradiction between 
the social nature of production and the private form of ap-~ 
propriation, because the monopoly belongs to an exclusive 
group of people who have formed it to appropriate profit. 

Bourgepis economists distort the esgence of monopolies, 
They either treat monopoly enterprises as off-springs of 
technological and social progress and their profits as "pay- 
ment" for this progress (this is open apology of the mono 
polies), or as accidental formations which have no deep 
roots in production and which make high profits exclusively 
thanks to good market opportunities for particular commodi- 
ties. Both right and "left" opportunists (whatever their 
outward distinctions) increasingly slip down to these 
bourgeois positions. The rightists are inclined to praise 
the "progress" allegedly ensured by the monopolies, whereas 
the leftists criticise the monopolies from the petty- 
bourgeois positions, ignoring the objective nature of the 
domination of monopoly capital and the fact that society 
cannot move backwards. 


2. Growth of Concentration and Degree of 
Monopolisation in DInperialist Age 


Why Concentration Grows Free competition led to the 
Under Imperialism establishment of a level of 
production concentration which 
prepared the ground for the emergence of monopolies. In its 
turn, monopoly domination accelerated the concentration pro- 
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cess even more. It became a monopolistic concentration of 
capital, which lended that process umequalled intensity. 


The triumph of socialism in the USSR and the emergence 
and consolidation of world socialism had an enormous influen- 
ce on the development of monopoly capital. In an attempt to 
retain its positions, the monopoly bourgeoisie endeavours 
to adjust itself to modern conditions. The economic develop- 
ment of contemporary capitalism and its contradictions, 
coupled with the incurable disease of the entire capitalist 
system - its ever deepening general crisis - tends to expand 
the process of capitalist concentration, gives rise to new 
forms of concentration, and whips up imperialist competition. 

The growth of concentration in modern conditions is 
enormously stimulated by the transformation of monopoly ca- 
pitalism into state-monopoly capitalism which, while extend- 
ing the sphere of exploitation, promotes a growth of monopoly 
profits. 

By making monopoly-high superprofits, the monopolies 
can achieve a high rate of accumulation, which makes them 
more competitive. With huge capital at their disposal, they 
can make wide use of the latest equipment and technical im- 
provements, grab the most profitable markets and get credit 
more easily and at lower interest rates. The monopolies 
use these advantages to swallow up many small and medium en- 
terprises, 

Now that the revolution in science and technology is 
forging ahead, the role of technological progress as a 
major factor in concentration has grown, 

Pirst, the introduction of new technology in production 
raises the share of fixed capital, which involves an increase 
in the necessary minimum of advanced capital. 

Second, the use of new objects and means of labour and 
of new production methods makes the equipment obsolete much 
faster than before. Small firms are often unable to raise 
the money needed to replace obsolete plant and equipment, 
and therefore go to ruin. 

Third, science is increasingly turning into a direct 
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productive force, and this makes the competitiveness of 
enterprises depend on research and development, 

The process of monopolisation is greatly affected by 
the aggravation of the general crisis of capitaliam in the 
1970s and early 1980s. 

Because of the above causes, the concentration of labour 
power and production at big and bigger enterprises has as- 
sumed a scale which markedly exceeds that in the first de- 
cades of this century. according to Lenin's estimates, enter 
prises employing 50 or more workers accounted for 39.4 per 
cent of the labour force in Germany in 1907. Bigger plants 
employing 1,000 and more workers concentrated less than 
10 per cent of the German labour force, In the 1970s, how- 
ever, enterprises employing 50 and more workers accounted 
for 61.8 per cent of the labour force in West Germany, 
whereas big concerns with over 1,000 workers and employees 
concentrated more than 31 per cent of the labour force’, 

AS monopoly capitalism develops, another indicator of 
the concentration of production and capital begins to play 
an increasingly bigger role. This is concentration at the 
level of companies, corporations and firms, as distinct fram 
individual enterprises or production wits. 

The company-level concentration leads to the econamic 
domination of an insignificant number of major monopoly as- 
sociations in leading branches of the capitalist econany. 


Specifics of Modern The growing rate of monopolisa- 
Monopolisation Process tion is a law of the capitalist 
economy under imperialism, [In 

their attempts to conceal the operation of this law, bour- 
geols economists resort to all sort of subterfuges. Many of 
them attempt to prove that modern capitalism, just as the 
capitalism of the 19th century, is based on*free enterprise", 
To this end they distort the whole concept of monopoly. 

The American economist Edward Chamberlin, for example, 
devised a "theory of monopolistic competition" which replaces 
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the scientific category "imperialist monopoly" with a vul- 
gar definition. According to this theory, any enterprise, 
even an artisan business, which sells a commodity with some 
unique property, should be treated as a monopoly. 

Many bourgeois economists interpret monopoly as a phi- 
Lological notion. Since the world "monopoly" implies ex- 
clusiveness, there is allegedly hardly any industry dani- 
nated by ea monopoly. Several large companies operate, as a 
rule, within every industry. This interpretation is intended 
to camouflage the existence of imperialist monopoly express- 
ing, as it does, great concentration of economic power, the 
maintenance of monopoly prices and the extraction of monopoly 
profits. 

The apologist conceptions of deconcentration have gained 
wide currency in some capitalist countries in recent decades. 
Their proponents are trying to play up a trend toward a de- 
crease in the average number of employed ai individual enter- 
prises in some branches of modem industry. This trend is due 
to a higher rate of specialisation and cooperation. Yet even 
there this does not necessarily mean that the process of mo- 
nopolisation has stopped or slowed down. 

Reality makes short shrift of these theories. 

One of the most important changes in the modern deve- 
lopment of monopoly capital is the intensified monopolisa- 
tion of the capitalist economy as a whole. mm the early 
20th century, the monopolies only had a grip on same branches 
of industry in a number of developed countries. During the 
past decades, however, they have grown in size and influence 
and have become a decisive force in all spheres of the 
world capitalist econany. 

First of all, the size of monopoly enterprises has grown 
immensely, Specifically, the mumber of industrial monopolies 
with billion-dollar assets has sharply increased in the past 
decades, In the early 20th century, only ome such campany -~ 
the United States Steel - was in existence, while in the 
early 1950s there were four such corporations: Standard Oil 
of New Jersey, General Motors, United States Steel (all three 
in the USA) and the Anglo-Dutch group - Royal Dutch shell. 
In 1963, however, the family increased to 57, in 1974 to 
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344, and in 1976 to as many as 460. 

On the other hand, as we have noted earlier, the area 
of domination by monopoly capital is expanding. Today not 
only the heavy industry, but also the light industry, 
transport and commerce are dominated by monopolies. Monopoly 
capital is increasingly penetrating into agriculture, 

The development of the productive forces and the growth 
of world socialiam are among the factors which intensify the 
internationalisation of monopoly capital. In particular, 
internationalisation is encouraged by the ongoing process 
of imperialist integration. The degree of the monopolisation 
of capitalist international trade is rising sharply, and the 
monopolies now handle most of the capital exports. The early 
20th century saw the formation of national monopolies, where- 
as now national monopolies are increasingly becoming inter 
national as regards their ownership, scope of activities, 
the location of their enterprises, etc. ! The new type of 
monopoly is both international and mighty national power, 

a "supermonopoly",. 

Another feature of the monopolisation process in recent 
years is the much greater tempo at which it proceeds in many 
capitalist countries. 

Under the influence of the general crisis of capitalian, 
the structural changes in the econamy of the capitalist 
countries, the scientific and technical revolution and the 
militarisation of the economy, serious changes are taking 
place in the alignment of forces between individual monopo- 
ilies. Data available on 100 French industrial companies show 
that the position of monopolies operating in the most modern 
branches of chemistry, the oil and gas industry, radio elect- 
ronics, the aircraft and aerospace industries, have grown 
particularly strong. 

The forms of the concentration and centralisation of ca- 
pital and the forms of monopoly associations are also under- 
going major changes. 
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] A more detailed description of cQntemporary international 


monopolies is given in the chapter dealing with the world 
capitalist economy. 
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AS a result of development over a long period of time 
the following more or less stable forms of monopoly have 
emerged: cartels, syndicates, trusts, and concerns (corpora- 
tions). 


Forms of The cartel is normally a monopoly wumion 
Monopolies of capitalists, which retains the pro- 
duction and commercial independence of its 

participants and agrees on the level of prices, markets, pro- 
duction quatas, etc. The participating members of a syndicate 
retain their production independence but lose their commer 
cial freedom. They set up joint bodies to market their con- 
modities, to buy raw materials, and the like. The trust is 

a@ monopoly whose participants lose both their commercial and 
production independence. The concern (or corporation) is 

@ more complex form of trust association. Their important 
feature lies in a multibranch nature of their production 
structure, 

The production and organisational structure of monopo- 
lies continues to grow in complexity. This is facilitated by 
the shifts in the development of the productive forces. 

More complex technological interconnections between in- 
dividual branches have greatly increased the importance of 
combined production. At the same time the process of diver- 
sification is also growing. This is the amalgamation of pro- 
duction lines unrelated to a monopoly's main business, 

In addition to changing the production structure of many 
modexrn monopolies, diversification leads to the formation of 
a new type of monopoly association known as conglomerate. 
This may be regarded as an intermediate stage in the develop- 
ment of industrial capital into financial capital. Conglome- 
rates are formed mostly by centralising capital and bwying 
up shares of existing companies. Many enterprises incorporat- 
ed in a conglomerate may have no relations among themselves 
in the production sphere. 

Conglomerates as a new type of monopoly association 
first appeared in the United States. In the past few years, 
however, they have been springing up rapidly in Wester 
Europe, Japan and many other capitalist cowmtries,. 

AS a result of all these processes, the commoner type 
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of monopoly is now not a firm with narrow specialisation, 
but a multibranch monopoly association. 


Higher Rates of The growth of the monopolies has in- 
Monopolisation creased their domination over the econo- 

my of the capitalist countries. This 
can be seen from the following: monopoly enterprises now 
employ a larger share of the total labour force, the big- 
gest monopolies: share in output and sales is rising and 
they account for a much larger share of the assets of in~ 
dustrial monopolies. 

Any unbiesed observer, having analysed econamic statis- 
tics, will arrive at the conclusion that modem capitalism 
is characterised by sharply increased rages of monopolisa- 
tion of production. Giant monopolies controlling the bulk 
of social production dominate the life of the nation. Here 
are some figures, According to offical estimates, the sales 
of 50 biggest industrial monopolies in the capitalist world 
increased 470 per cent in the period fram 1969 to 1982 alone. 
Individually, the sales of Exxon went up from $ 14.9 to 
$ 88.5 billion; Royal Dutch Shell, from $ 9.7 to 8.5 bil- 
lion; Mobil, from ¢ 6.6 to 54.6 billion; and British Ppetro- 
lerum, from $ 3.4 to 49.1 billion. As early as the mid- 
1970s, 344 capitalist monopolies, whose assets exceeded $ 1 
billion, controlled two thirds of the total labour force in 
the capitalist world and 70 per cent of the total capital 
and profit there. 

The growth of the monopolies in the capitalist world 
in recent yearg has become so intensive that bourgeois eco- 
nomists can no longer ignore it. Im many Western countries 
special theories have been developed to reflect, albeit in- 
completely, the increasing role of the monopolies today 
(for example, the theory of "dominant campany" evolved by 
Francois Perroux). 

Recognising the ongoing process of monopolisation, 
bourgeois economists continue to distort the essence of mo- 
nopolies and their role in society's life. 

Some bourgeois economists are still trying to lay a 
basis for their "demonopolisation" theory by substituting the 
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problem of the rate of monopolisation (which cannot be even 
universally) for the problem of the degree (or scale) of 
this process, The uneven development of the capitalist eco- 
nomy is seen in this sphere, too. 

Some branches have attained a very high degree of mono- 
polisation. In the United States, for example, in 69 bran- 
ches (out of 188 covered by industrial censuses) a dozen 
of big monopolies concentrated no less than 90 per cent of 
the total output, and from 45 to 89 per cent in the remain- 
ing branches (except the printing and wood-working indust- 
ries). At the turn of the century there were 1,600 companies 
in the US auto industry, whereas only four of them have 
survived by 1982, Moreover, three of them (General Motors, 
Pord Motor Co., and Chrysler Corp.) account for 97.8 per 
cent of the US-made autamnobiles. 

Seven giant monopolies, forming the Intemational Oil 
Cartel, control the oil industry in the capitalist world. 
Only two of them (Exxon and Royal Dutch Shell) accowmt for 
some 30 per cent of the total oil output and over one third 
of the oil-refining potential of the capitalist world, 

In the chemical industry, the West German Hoechst, 
the British Imperial Chemical Industries and the american Du 
Pont de Nemours hold key positions. The value of their out- 
put increased from $ 4.2 billion in 1960 to $ 72,5 billion 
in 1982. Ten huge chemical monopolies produce more then half 
the output of chemical products in the capitalist world. 

Five leading electrical engineering monopolies (the 
American General Electric Co., International Business Machi-~ 
nes Corpe, International Telephone and Telegraph Corp., and 
Western Electric Cos, and the Dutch Philips) accowt for 
two thirds of the world capitalist output in this field. More- 


over, IBM produces over 70 per cent of computers in the 
capitalist world. 


In the mining industry, five giant corporation control 
53-7 per cent of the capitalist chrome ore output, 62.4 per 
cent of nickel, 65.2 per cent of alumina, 7.6 per cent of 
molibdenum ore, and 96.5 per cent of platinum, 
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At the same time the degree of monopolisation in a nun- 
per of other branches is still relatively low. There is 
still a good deal of room here for further monopolisation, 


3 Monopolies and Competition Under 


Imperialism 
Monopoly Domination The establishment of monopoly do- 
ge ne are mination has exacerbated the main 
Contradiction contradiction of capitalism. 


The capitalist socialisation 
of production reaches its peak under imperialism as this 
socialisation is carried out by the monopolies whose only 
motive is to make the maximum profit out of the enterprises, 
branches of production and economic regions under their rule, 
the capitalist appropriation of the means of production and 
the produce also attains its highest level. Since all profit 
results from the exploitation of labour, the monopolies! rule 
and their appropriation of the lion's share of the profits 
means that the capitalist exploitation of social labour and 
the expropriation of the social wealth develops to the maxi- 
mum. 

New factors in the development of the monopolies are 
not only a specific form of capitalist appropriation today; 
they are also changes in the capitalist system of approprie- 
tion, its adaptation to the current revolution in science 
and technology, to the intensified class struggle in the ca- 
pitalist world, the coexistence, competition and struggle 
between the two social systema. 

The sharpening of the main contradiction of capitalian, 
caused by monopoly domination, is manifested in the aggrava-— 
tion of all the contradictions deriving from the main one 
and in the sharper forms of competition. 

Bourgeois economists maintain that monopoly domination 
allegedly mitigates and even ends the antagonisms within 
bourgeois society. From these false premises the apdogists 
of the monopolies draw the conclusion that imperialism should 
not be fought, but supp°rted. Bourgeois economists meta- 
physically contrapose monopoly to competition. Some of them 


194 


take this further and maintain that the monopolies are 

ending competition, while others insist that competition 
remains, so it would be wrong to speak of monopoly domina- 
tion. They say that there are only two alternatives: "pure 
monopoly", i.e. the total monopolisation of a branch by a 
single firm, or "pure competition", i.e. the absence of mo- 
nopoly. As the total monopolisation by a single firm of a 
whole branch is rare, they assert that there is no monopoly 
rule and that modern capitalism continues to be a "free enter- 
prise" system. 

On the other hand, the unprecedented rate of monopolisa- 
tion and the growth of monopoly power give rise to another 
tendency in bourgeois economics. This is direct apology of 
the monopolies which are equated by some bourgeois econamists 
with technical and social progress. 

Such arguments seek to beautify modern capitaliam and 
avoid the fact that at the imperialist stage the contradic- 
tions of bourgeois society are aggravated to the extreme 
because the establishment of monopoly rule does not abolish 
competition but, on the contrary, intensifies it immensely, 

Lenin's proposition that monopoly and free competition 
are opposite notions underlies eny discussion of their cor- 
relation, The age of pre-monopoly capitalism was characteris- 
ed by the free competition of isolated and relatively small 
enterprises producing cammodities to be sold on any unknown 
market. The monopolies eliminate the dominant role of free 
competition, Yet, as Lenin noted, "the monopolies do not 
eliminate the latter /competition. - Ed. /, but exist above 
it and alongside it, and thereby give rise to a number of very 

acute, intense antagonisms, frictions and conflicts, "! 

The private-propertied essence of monopoly is the founda- 
tion of competition and the anarchy of production in modern 
capitalist society. The competitive struggle is waged between 
monopolies, within monopolies, between monopolies and non~ 


monopolised enterprises, and between non-monopolised enter 
prises, 
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Intensification of Competition Before imperialism, the 
Under Imperialism and Changes ' : 
in Nature of Competition main instrument in the 


competitive struggle was 

the development of equip- 
ment and the resulting lowering of the production costs and 
prices, Under imperialism, the competitive struggle is waged 
mainly by few, but extremely powerful, monopolies. The main 
weapon in the competitive struggle in these new conditions 
is the acquisition of a monopoly, i.e. privileged, exclusive, 
position. Technological development is subordinated to the 
interests of monopoly control. 

The aim of the competitive struggle also changes under 
imperialism, Formerly competition was a mechanism which en- 
sured equal profits on equal capital. But 
monopolies are not content with the average profit; they 
compete against other enterprises to make superprofits. Their 
monopoly position enables them to use the mechanism of compe- 
tition to that end. The monopolies are not out to weaken 
their opponent - but to destroy him. Open competition is re- 
placed by conspiracies between a few against the rest. This 
lends a new quality to competition under imperialism and 
makes it extremely grave. Simultaneously the sphere of the 
competitive struggle expands, involving new objects and new 
participants. The entire world capitalist economy becomes 
an arena for the competitive struggle. International monopo- 
lies and imperialist states are in the clutches of fierce 
struggle for markets and raw material sources, for the 
spheres of capital investments, for the redivision of the 
world. This struggle poses a threat to the cause of universal 
peace and to the very existence of life on this planet, 

Various forms of the so-called nonprice competition 
are a specific feature of our time, In the setting of the 
scientific and technical revolution the competitiveness of 
capitalist companies is increasingly dependent on the quali- 
ty and durability of their commodities, marketing methods, 
services provided, and terms of payment. The monopolies make 
wide use of innovations as applied to the product they pro- 
duce, the production technique and marketing methods used, 
so as to consolidate their position on the national and in- 
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ternational markets, The role of expenses of research and 
development has increased immensely. Equally important has 
become patent control exercised by the biggest monopoly as- 
sociations. In West Germany, for example, one per cent of 
the patent holders control 51.6 per cent of the total number 
of patents, 

Competition in the field of making quite new lines of 
commodities or commodity substitutes is acquiring ever great- 
er importance in the contemporary capitalist economy. 
Advertising is now also among the chief means and lines of 
competitive struggle. In view of the enormous sums spent 
on advertising (in some cases they exceed 30 per cent of the 
commodity price), this ceases to play the socially useful 
role of informing the consumer and turmms into squandering of 
society's resources. 

Positions within the state-monopoly mechanism are be- 
coming an object of particularly acute competitive struggle. 
The monopolies are out to secure government orders, invest- 
ments and credits, to divide the state budget and the 
sources of extra-budgetary financing, to make use of the 
govermment-financed results of research and development. 
Govermment economic programming also becomes an object of 
competition. 

Bourgeois economists portray competition as a crucial 
condition for the development of the productive forces, as 
a means of encouraging enterprise and initiative among the 
participants in production. In reality, however, competi- 
tion under monopoly capitalism implies vast squandering of 
the productive forces, suppression of the enterprise, energy 
and bold initiative of the mass of the people. 


Small Enterprise and All this does not mean, however, 
See eect ian a that the features of the com 
petitive struggle in the pre- 
imperialist epoch disappear completely. Free competition is 
preserved. "Nowhere in the world", Lenin wrote, "has monopoly 
capitalism existed in a whole series of branches without free 
competition, nor will it exist." The monopolies dominate by 
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taking control of all the key positions in the economy, but 
not the whole of the economy, Even in the monopoly-infested 
country, such as the USA, about 75 per cent of the 4.5 mil- 
lion firms employ less than five workers. These include re- 
pair workshops with one or two workers, groceries, filling 
stations, and the like. 

The small and medium firms account for 99.5 per cent of 
the total number of enterprises in Japan, which is the high- 
est figure. In West Germany these companies produce some 
25 per cent of its industrial output, in Britain - over 
30 per cent, and in France - 45 per cent. Small enterprises 
play an important role in the traditional sectors of the 
economy of smaller developed capitalist cowmtries, and also 
in the economy of many other capitalist and developing 
countries. 

Growing monopolisation increases the dependence of 
small and medium enterprises on big capital. The economic 
position of such entrepreneurs becomes extremely unstable. 

Free canpetition before imperialism and free coampeti- 
tion under imperialism, however, are two different things. 
Under imperialism, there is competition with monopoly do- 
mination and free competition exists only in a very narrow 
sector, since the small and medium enterprises! share in 
the total output is negligible. Most of the competing small 
and medium entrepreneurs are directly or indirectly under 
monopoly control. 

The extremely difficult conditions in which small and 
medium enterprises have to exist under imperialism make the 
competitive struggle between them particularly violent. Many 
small entrepreneurs engaged in free competition are used by 
the monopolies in their fierce competitive battles. 

That free competition is preserved along with monopoly 
rule only aggravates the contradictions of capitaliam. The 
dependence of a multitude of small entrepreneurs on monopoly 
capital ultimately makes them oppose the latter. The contra~ 
diction between the monopoly and the non-monopoly bourgeoisie 
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is intensifying. Some of the samall entrepreneurs, looking 
for a way out of this situation and trying to avoid ruin, 
endeavour to curb the monopoly domination. This is a basis 
for the participation of that social layer in the general 
struggle against the omnipotence of monopoly capital. At 
the same time big capital is geeking to split the growing 
alliance of the middle sections of bourgeois society and the 
working class. To this end the monopolies make use, among 
other things, of the system of contracts and agreements which 
make it possible for them to establish virtual control over 
the small and medium enterprises, although seeming indepen- 
dence is preserved. 


4. Nature and Laws Governing Formation of 
Finance Capital 


Monopolisation Like industry, the banking system 

of pas breeds monopolies as well. The devebp- 

ment of banking monopolies was the 

result of high concentration and centralisation of bank ca- 
pital. This in turn resulted fram the concentration of pro~ 
duction. The latter caused more and more free money capital 
to be deposited in the banks. On the other hand, the enlarge- 
ment of production led to the growth of the proportion of 
borrowed funds because big enterprises needed large credits. 
Small banks could not offer large and long-term credits 
needed by industrial monopolies. So, the concentration of 
production facilitated the increasing concentration of bank- 
ing capital. A high degree of the concentration of capital in 
the field of credit led to the emergence of banking monopo~ 
lies. 

The banking monopolies are bank associations holding do- 
minant positions in the banking business and appropriating, 
as a result of this domination, monopoly-high profits. 

The role of banks in the capitalist economy grows steadi- 
ly, and their scope increases. At the beginning of this cen- 
tury only a relatively small group of industrialists could 
get credit fram the banks, whereas now hwndreds of thousands 
of small non-monopoly enterprises in industry, agriculture 


199 


and the service sector have various business links with 
banks. Today the latter exploit the broadest layers of 
bourgeois society. 

Even though self-financing, i.e. the mobilisation of 
internal accumulations for investments, is gaining ground, 
industrial companies still have to use the credit system to 
preserve and consolidate their position in the fierce com- 
petitive struggle. 

One of the reasons for the growing influence of big 
banks is their control over huge money resources, The bdbig-~ 
gest banking monopolies of the capitalist world dispose of 
tens or even hundreds of billions of dollars, 

In recent decades, especially in the 1970s and 1980s, 
monopolisation has made rapid headway in banking and credit. 
Between 1971 and 1982 alone, the combined assets of 50 big- 
gest banks in the capitalist world increased 500 per cent, 

In the late 1970s, four giant banks which have emerged 
in the past decade, controlled assets exceeding $ 400 billion, 
which is nearly 6 times as mich as the aggregate nation- 
al income of the whole of Africa. 

Lenin emphasised that the development of banking mono- 
polies led to drastic changes in the role of banks. Once 
mere intermediaries in redistributing money resources among 
enterprises, they have become the ommipotent monopolists of 
the money market, having a big say in production, | 

Bourgeois economists often (expecially in recent years) 
understimate the role played by the banking monopolies, Same 
of them even purport that this role is diminishing. 

Analysis of the entire range of bank activities, the 
evolution of their role and their significance today easily 
gives the lie to such assertions. Several hundred banks con- 
trol from 85 to 90 per cent of all financial transactions 
in the capitalist world today. In 1982, 10 US banks concentra- 
ted assets totalling $ 665, 2 billion. In 1960, the figure 
was 36.9 per cent, In Great Britain, as few as four banks 
control more than 90 per cent of the bank deposits in the 
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country. Ten biggest French banks concentrated some 70 per 
cent of the bank assets and almost 80 per cent of the bank 
deposits. In Sweden, three biggest banks accowumt for. over 
60 per cent of the joint-stock company capital. Three larg- 
est Danish banks concentrate more than 50 per cent of the 
bank assets in the country. 


Me thods of The monopolisation of the banking and 
papeneTen credit sphere is mainly effected through 
the bankruptcy of small banks, mergers 
and takeovers, i.e. through the centralisation of bank capi- 
tal. 

Another method of expansion used by modern banking mo- 
nopolies is the creation of a wide network of branches. In 
recent years the organisation of holding companies which buy 
up the controlling blocks of shares of independent banks and 
establish tight control over them by a limited group of 
people, has been used a great deal. The use of debentures is 
also becoming widespread. The banks extend their sphere of 
economic domination by using deposits. 

Capitalist banks also mortgage property and make con- 
sumer loans to the population. This form of credit, especial- 
ly loans which are repaid in instalments, yields vast pro- 
fits. The consumer often pays the bank as much as 20 per cent 
a year, and sometimes even more, 

The complex system of specialised credit and financial 
institutions is typical of the recent development of the 
banking and credit system in the capitalist countries, the 
mutual savings banks, loan and saving societies, insurance 
companies, pension funds and investment trusts are markedly 
expanding their operations, Their main function is to acch- 
mulate the people's savings and to pass them on to the mo- 
nopolies to extend capitalist accumulation. 

By establishing control over virtually all the finan- 
cial institutions (insurance companies, investment trusts, 
savings and other societies), the banks seize all the free 
money saved by the population. 

Insurance companies are the most powerful of these spe- 
cialised institutions. Their role in the system of finance 
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capital has increased considerably in recent decades, 

The reason for their rapid growth in the capitalist 
world is not the "incomes revolution", as the apologists of 
the monopolies assert. That explanation holds no water. The 
main reason for the growth in insurance transactions is the 
insecurity of millions of working people, their striving to 
insure themselves in some way against loss of work, industri- 
al injuries, death of the family breadwinner, and other con- 
tingencies,. at present, millions of people in the USA, Bri- 
tain, France, Japan, West Germany and other developed capi- 
talist countries hold insurance policies, 

Accumulating huge sums of free money capital, insurance 
companies invest them in industrial shares and other securi- 
ties, speculate in real estate and finance government opera- 
tions. In Britain and the United States the insurance mono- 
polies supply close on 50 per cent of the long-term credit 
for industry. 

The role of investment trusts differs in some respect 
from that of the insurance companies. The greater importance 
of these trusts is linked with the sharp increase in the turm- 
over of seourities. Investment companies buy other firms! 
shares out of their receipts from the sale of their ow se- 
curities, These companies, which clip the coupons twice, are 
used by the monopolies to expand capitalist accumulation. 

The speolalised credit and financial institutions have be- 
come much more important in recent years. 

The emergence of industrial and banking monopolies has 
changed the character of relations between banks and in- 
dustrial enterprises. The banking monopolies no longer con- 
fine themselves to credit operations alone. They penetrate 
into industry. The banks buy up the shares of industrial com 
pamies, offer them loans against their securities and par 
ticipate in establishing new industrial enterprises. 

The penetration of the banking monopolies into industry 
is accompanied by the reverse process, i.e. the penetration 
of industrial companies into the banking business, Industrial 


monopolies acquire shares belonging to big banks and even 
open their own banks. 
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As a result, close links are established between bank- 
ing and industrial monopolies, their interests closely in- 
tertwining. This is secured by the personal union of banking 
and industrial monopolists. Bankers hold executive posts 
at industrial enterprises while big industrialists occupy 
high places on the boards of banking monopolies. 

The intertwining and coalescence of banking and in- 
dustrial monopolies entail the formation of finance capital. 


Formation of Finance Lenin called monopoly industrial 

Capital capital which has merged with mo- 

nopoly banking capital finance 
capital. He wrote; "The concentration of production; the mo- 
nopolies arising therefrom; the merging or coalescence of 
the banks with industry - such is the history of the rise of 
finance capital and such is the content of that concept."! 
The correct, scientifically sound definition of finance ca- 
pital is of great political and ideological significance. 
Lenin resolutely opposed the false idea of finance capital 
as the bank capital at the disposal of industry. This inter- 
pretation distorts the nature of finance capital. actually, 
it exaggerates the role of the sphere of circulation in the 
emergence and development of finance capital because it pre- 
sents the banks as the main and exclusive source of finance 
capital. In politics, this idea implies refusal to shake the 
foundation of finance capital domination, viz., monopoly 
ownership in the sphere of material production. 

Finance capital is a dominant form of monopoly capital 
in the age of imperialism, being one of its main features. 
Finance capital synthesises the forms of capital that had 
separated off earlier. This is why its operation is multi- 
branch and omnipresent. 

The development of finance capital in moder capitalist 
society is of special relevance. 

Bourgeois economists and opportunists have for a number 
of years been trying to prove that finance capital is under- 
going "self-liquidation" due to the break-off of the "con- 
Jjugeal_bonds" between the banks and industry. 

1 VeIe Lenin, Collected Works, vol. 22, p. 226. 
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In reality, however, the bonds between banking and in- 
dustrial monopolies have grown stronger in recent decades. 
As has been noted earlier, new forms of bank activities 
emerge and new types of finance and credit institutions are 
established to promote the growth of finance capital. Indus- 
trial and banking capital is increasingly intertwined with 
commercial capital. 

The tendency towards the growth of self-financing by 
the industrial monopolies does not involve a related decrease 
in the role of the banks, including in the sphere of credit. 
Bank credit has grown substantially in recent decades, The 
credit links between banks and industrial monopolies are 
becoming more complex and diverse. In the United States and 
West European countries, for example, medium-term bank cre- 
dits began to play a greater role after World War II. The 
banks (notably state credit and financial institutions) are 
also becoming a major source of long-term credit. 

Banks and other specialised credit and financial in- 
stitutions, which control vast money resources, participate 
ever more widely in the capital of industrial, commercial and 
other firms. It is now common practice for banks to hold 
large blocks of securities, and the securities held by the 
banking monopolies attain vast dimensions. For example, in 
1974 the American Chase Manhattan Bank held about $ 8 bil- 
lion dollars! worth of securities. Banks and bank groups fi- 
nance industrial firms. If a company, for instance, increases 
its share capital or issues a loan, it is usually the banks 
which float these securities. Naturally, the most profitable 
shares and those with the best prospects remain in the hands 
of the banking associations. 

In recent years there has been u particularly rapid 
increase in the share-floating and promoting activities of 
the banking monopolies. It would be difficult to find an 
example of the birth of a new industrial enterprise without 
a banking monopoly to act as midwife. This applies equally to 
the expansion of enterprises, the floating of securities, etc. 

On the other hand, in the postwar years industrial mo- 
nopolies have begun to play a greater part in the process 
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of the coalescence of banking and industrial capital. Many 
industrial monopoly associations are founding their own 
banks and extending their interest in credit and financial 
institutions. 

The development of finance capital is greatly influenc- 
ed by the increasing participation by the state. ‘The exis- 
tence of a large state sector in some cowtries, the state 
regulation of investment, credit, a system of tax privileges 
and subsidies, and the growth of the state market, have all 
made a deep imprint on the mechanism of modern finance ca- 
pital. 

The emergence of finance capital implies the appearance 
of a new type of monopolies, a new type of capital, which 
is especially mobile, flexible and intertwined both inside 
one country and internationally, which is especially imper- 
sonal and detached from direct production, and which is es- 
pecially easily concentrated and has already been concentra- 
ted to an especially high degree. Finance capital holds a 
dominant position in the capitalist countries. 

An analysis of finance capital is essentially an analy- 
sis of the development of a monopoly elite in bourgeois 
society, which dominates society as a whole, regardless of 
political colour. To wnderstand finance capital, it is ne- 
cessary to examine the real balance of the class forces 
in the capitalist countries, the real position of the hand- 
ful of magnates who are growing more and more prosperous, 
and the position of the majority of the nation, which is 
subjected to steadily increasing exploitation and oppres- 
sion, It is not really surprising, therefore, that bourgeois 
economists prefer to avoid, wherever they can, these 
problems. 

The acceleration of the monopolisation process and the 
increasing monopoly domination in the economic and political 
life in the capitalist countries are leading to growing 
dissatisfaction among the petty bourgeoigie in town and country, 
and also among members of the medium and non-monopoly bour- 
geoisie. Under the impact of these changes, the criticism of 
imperialism from petty-bourgeois positions is mounting, This 
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reflects growing dissatisfaction with the oppression by 
finance capital, The bourgeois critics rightly expose the 
rule of finance capital and its fatal consequences for the 
social and economic development of the capitalist countries. 
But their petty-bourgeois limitations make themselves felt 
in most of their criticisms. More often than not the emergen- 
ce of finance capital is said to be accidental and not real- 
ly inherent in "genuine" capitalism. The monopolies are 

often divided into "good" and "bad", and the bourgeois state 
is portrayed as an instrument for changing the nature of 
finence capital and removing some of the negative consequen- 
ces of monopoly domination. In the final analysis, this kind 
of petty-bourgeois criticism usually ends up as apology of 
imperialism, 


5e Structure and Specifics of Development 
of Modern Finance Capital 


Financial Groups The growing concentration and centrali- 

sation in industry and banking, the 
coalescence of banking and industrial monopolies lead to the 
emergence of a new type of monopoly association - the finance 
capital groups. These are the highest form of private mono- 
polisation. 

The financial group, a special kind of monopoly asso- 
ciation, reflects the coalescence of bank and industrial 
capital. It is a method by which a handful of financial mag- 
nates establish and extend their rule over a vast number of 
industrial, fimancial and other enterprises, taking in all 
the aspects of modern capitalist economy and united by common 
property relations. 

Orgenisationally, the most important features of a finan-~ 
cial group are; 

1) it has e nucleus of closely interlinked and powerful 
banking and credit and industrial monopolies; 

2) the parent companies pursue a common policy; and 

3) the group controls a large number and variety of 
companies in all branches of the national economy. 
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When studying financial groups, two things should not 
be overlooked. On the one hand, the real character of these 
monopoly associations and the degree of their organisational 
unity should not be underestimated. On the other, it should 
not be forgotten that financial groups differ in some respect 
from most of the other forms of monopoly. These distinc-— 
tions stem from the fact that finance capital is extremely 
mobile and flexible. 

Compared with other kinds of monopoly associations, the 
financial group is a relatively loose-kmit organisation. A 
comparatively large number of companies are within the sphere 
of influence of various financial groups. The parent compa- 
nies, which are the nucleus of a group, act as decision- 
markers, but do not normally concern themselves with the 
day-to-day activities of their subsidiaries. 

In recent years there has eppeared a tendency toward 
strengthening the organisational wmity of financial groups. 


Methods of Financial A financial group will use a va- 

Group Domination riety of methods to establish 

domination, including participe- 

tion in the capital of the companies concerned, personal 
union, financial, organisational and technical services, and 
the conclusion of special agreements. The state,the state miget 
™ tecapitalist countries, and links with foreign capital 
all play a major part in the formation of finance capital 
groups and in the changes in the balance of forces between 
them, 

The system of holdings, a method by which one company 
owns part of the capital of another company, is one form of 
the coalescence of banking end industrial monopolies, and the 
most effective means of making financial groups more power-— 
ful. The system of holdings helps financial magnates expand 
their sphere of domination. Giant pyramids of enterprises, 
which are controlled through the system of holdings, form the 
basis of most financial groups, The system of holdings 
enables the financial magnates to control, by using relati- 
vely small capital, a huge mass of capital, exceeding that 
they have invested themselves many times over, 
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The spread of the system of holdings is facilitated by 
the development of joint-stock capital and the increase in 
the number of shareholders because it is much easier to gain 
control over the company if its capital is scattered among 
many people. Similar results are obtained by the ever more 
intricate techniques used to manage the fictitious capital 
of companies, for example, the issue of different kinds of 
shares — a method that deprives the small shareholders of 
any say in the business of the company. 

The biggest banking end industrial magnates actually 
own no more than 2 or 3 per cent of the securities of the 
companies in which they have an interest, These 2 or 3 per 
cent, however, suffice to establish control over many of then. 
Thus, in 122 companies, in whose capital the Banque de Paris 
et_des Pays Bas has an interest, the actual holdings of the 
bank amount to no more than 10 per cent of the stock of 71 
companies, less than 2 per cent of the stock of 32 companies 
and less than 1 per cent of that of 19 companies. 

The financial group often uses the method of cross- 
holdings - combined holdings of several of the group's lead- 
ing companies in the capital of a given company - to tighten 
its control over companies it considers important. To conceal 
their domination, the financial groups often set up figure- 
head holding companies. 

The system of holdings is supplemented by personal union. 
This enables the financial group to gain control not only 
over the given company, but also over its subsidiaries, It is 
not necessary for the majority on the board of directors of 
a@ company to be based on the control of the bulk of that com 
pany's capital or, in fact, on a holding in general. 

In the early 1980s, 200 major industrial and transport 
corporations in the United States had common directors with 
40 biggest commercial and 20 investment banks and 30 insuran- 
ce companies, Personal wion is clearly international in 
character. The corporate directors of US financial groups, 
such as the Morgans, the Rockefellers, and the Du Ponts, 
often also hold director's posts on the boards of many Bri- 
tish, West German and French companies, 
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The role of personal union within the financial groups 
has grovm in recent decades. This has been facilitated by 
the general growth in the concentration and centralisation 
of capital and by the growing intricacy of economic mana- 
gement,. That is why, in addition to infiltration into the 
boards of directors of companies, the personal wmion is 
formed ever more frequently by the establishment of control 
over general directorships, the company's engineering and 
technical services which prepare draft key decisions for 
the boards, and over various research offices which play an 
increesingly important part in enterprise management. This 
amplifies the growing importance of the third basic method 
of monopolising control - the rendering of various financial, 
organisational and technical services to enterprises by the 
financial groups. 

A good way to establish to which financial group a conm- 
pany belongs is to find out whom it provides the financial 
services, The financial institutions which act as organisa-~ 
tional centres of groups (commerciel banks, holding and in- 
surance companies) endeavour to monopolise the provision of 
financial services for "their" companies and to extend them 
to the maximum, Pinancial services are in this cese a means 
of raising the group's profits (by holding on to the’ share 
of the value which would otherwise have to be paid to other 
banks rendering these services, and exhorbitant fees for 
their services to small companies, or to any independent 
companies in difficulties). At the same time they are a 
powerful means of extending the group's sphere of control, 

The central banks of financial groups generally handle 
the current payment of "their" enterprises and negotiate all 
important financial transactions: the increase in the com 
paniest capital, the floating of bonds, the payment of divi- 
dends to shareholders, the floating of new securities of 
the companies on the stock exchange and the representation 
of their interests there, 

At present, financial services are often rendered to 
companies not by a single bank, but by several financial in- 
stitutions which belong to different financial groups. With- 
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in these consortia, there is generally one bank that is the 
"main"™ representative of the enterprise's interests and is 
used by the monopoly elite of the financial group to control 
the enterprise. The participation of the same financial 
groups in a large number of consortia generally indicates 
that these groups are drawing closer together, that a growing 
interpenetration is leading to the gradual emergence of an 
even more powerful financial and economic unions, into whose 
sphere of influence several "old" financial groups are drawn. 

Pinanctal services are very frequently combined with 
other kinds of services from the central companies of the 
group, which are used by the financial magnates to tighten 
control and to expand the group's sphere of influence. For 
example, since they have a large staff of specially trained 
people, banks and other central companies of the financial 
groups study the production and sales methods for certain can- 
modities and make recammendations to enterprises, establiah 
contacts with foreign customers for them and consult them on 
various technical, financial and economic matters. 


Domination of Capitalist By various methods a handful 
ee eg cee of financial magnates have 


seized daminant positions in 
the capitalist economy, 

The formation of same 100 financial groups that have 
established their control over the economy of the leading 
capitalist countries was ean important result of the postwar 
development. Key economic positions are now being held by 
26 big financial groups in the USA; 20 in Great Britain; ap- 
proximately 10 in Japan, West Germany, France, and Italy, 
from 3 to 4 in Belgium, the Netherlands, Switzerland, Sweden, 
and South Africae. 

In view of the above it can be safely presumed that more 
than 50 per cent of the surplus-value created in the imperia- 
list coutries is appropriated by the main financial oligar- 
chy groups. 

There have been new features in the development of the 
financial groups in recent years, The development of the pro~ 
ductive forces and the intensification of imperialist com 
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petition are transforming the financial groups from purely 
family groups into broad coalitions consisting of many fa- 
milies of financial magnates. This is promoted by the growth 
of joint-stock companies and by the increasing merger of the 
monopolies with the bourgeois state, 

The tendency towards the interpenetration and mutual 
interweaving of the finance capital groups is growing more 
and more pronounced. The system of interpenetration helps 
the financial groups to mobilise huge resources and to di- 
vide the risks involved in setting up large new enterprises 
and serves as a means of concealing profits and for politi- 
cal camouflage. 

But the interpenetration of the financial groups does 
not weaken imperialist contradictions or the competitive 
struggle within finance capital. Om the contrary, it ia one 
of the most important forms of struggle waged by the finan- 
cial groups for power, spheres of influence and maximw pro- 
fits. The interpenetration reflects a new stage in the mono- 
polisation of the capitalist economy. 

The correlation of forces within international finance 
capital has been undergoing major changes since the war. 

The most important financial groups in the capitalist 
world are the YS monopoly associations. They account for 
more than 50 per cent of the assets controlled by the finan- 
cial groups of the capitalist countries, The present stage 
of development of US financial capital is characterised by a 
relative drop of the share of the New-York financial. groups 
and an increasing role of the so-called provincial groups, 
specifically the Califormia group, and also the Mellon group, 
the Du pont group, and the Detroit group. 

While admitting the vast importance of american finance 
capital, it must also be emphasised that in the last decade 
the wealth of US financial groups has in many cases grown 
leas rapidly than that of certain monopoly groups in West 
Germany, Japan and some other countries, 

The dominant role of the financial groups in the econo-~ 
my of those countries has risen. In Japan, for example, six 
biggest financial groups control some 24 per cent of the 
country's bank and industrial capital. The size of their hank 
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assets almost equals that of the biggest uS financial groups. 

Financial groups are extremely powerful in Britain and 
France, In the latter country ten such groups control 40 per 
cent of the property owned by private citizens. The biggest 
of them are: Bangue de Paris et des Pay Bas and Cie financi-~ 
ere Suez. The sphere of interest of British and French finan- 
cial groups extends beyond their countries’ borders. Some of 
them have became international financial empires. Alongside 
the above two, these include the Rothschild and Lazard groups. 

Financial groups in amaller West European countries, 
such as Belgium, Switzerland, Holland, and Sweden, hold an 
important place of their own within the general cosmopolitan 
alliance of modern finance capital. Take, for instance, the 
so-called Golden Club in Sweden, whose members (the biggest 
Swedish finanoial groups) rule supreme in the Swedish eco- 
namy. 

Characteristically, in recent years there have emerged 
financial groups in countries with a medium level of capi- 
talist development, such as Brazil, Mexico, Columbua, and 
Turkey. 

The realities of the capitalist world testify to the 
spuriousness of bourgeois propaganda about the "self- 
Liquidation" of finance capital. actually, finance capital 
rules the capitalist economy with a firmer hand than ever. 


Financial Oligarchy Lenin noted that the financial oli- 
garohy is the personification of 
finance capital. In finding out the 

composition of the financial oligarchy we find out the owners 

of finance capital. Given the high degree of intertwining of 
industrial, banking, trading and other monopolies today, the 
financial oligarchy, being a totality of the owners of fi- 
nance capital, almost fully coincides with the notion of the 
monopoly bourgeoisie. 

Many modern ideologists of imperialism maintain that 
the financial oligarchy has disappeared. It has allegedly 
"dissolved® under the impact of the "democratisation" of 
capital and the "managerial revolution", 


Another widespread form of the apology of the financial 
oligarchy is the conception of the "social mobility*, whose 
proponents claim that class distinctions in capitalist so-~ 
ciety have faded away and the big bourgeoisie has vanished. 
The upholders of that theory allege that greater "social ca- 
pillarity" leads to the "dissolution of the bourgeoisie". 

The theoretical research of overt and covert ideologistsa 
of the bourgeoisie into the non-existent problems of the so- 
called evaporation of ownership and the disappearance of big 
fortunes has nothing to do with the realities. Their argu- 
ments are strikingly weak and unconvincing and they never 
bother to try to prove the basic propositions of their theo- 
ries. There is, for example, not a single work that contains 
statistical proof of the "fragmentation" of private fortunes. 
Generally, the sole argument is the spread of the joint- 
stock company. 

Actually, the increasing spread of joint-stock enter- 
prises in the capitalist countries does not lead to the "de- 
mocratisation" of capital, but to the opposite - the growth 
of the power of big capital and of the finance-oligarchic 
Groups. 

The biggest financial~industrial groups of the capital- 
ist world, despite their gigantic size and extremely ramified 
organisational set-up, are run by a handful of big share- 
holders and their trusted managers. Specifically, 30 leading 
shareholders control 41 per cent of the shares of the US 
Chrysler Corp., 28 per cent of Mobil Oil and 21 per cent of 
General Electric. The role and significance of the financial 
oligarchy in the economic and political life in the capital- 
iat countries are continuously rising. 

Analysis of official statistics on the inheritance of 
fortunes during several decades of the 20th century shows 
that the main thesis of the propagandists of neo-capitalism 
about the "vanishing" of big fortunes and the "evaporation" 
of property is sheer nonsense, 

Inheritance statistics show that class differentiation 
is by no means a thing of the past. Fifty per cent of the 
French population, for example, leave no inheritance at all, 
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because they have no property. If we add those who leave 
less than 5,000 new francs, who also actually have no pro- 
perty, the proportion of the propertyless population reaches 
80 per cent. But alongside the France of the workers, of 
peasants, artisans, employees and working intellectuals, 
there is another France, in which a negligible minority of 
moneybags, a few per cent of the population, own close on 
70 per cent of all private property. The richest americans 
and Englishmen accounting for as little as three per cent 
of the population, control 57 and 61 per cent of their 
countries' national wealth respectively. In Sweden, 18 fa- 
milies concentrated immense economic and political power. 
In Austria, as few as 881 people own 41 per cent of the 
taxable national property. 


Changes in Composition Major changes are taking place 
of Financial Oligarchy in the composition of the fi- 

nancialoligarchy. Alongside the 
owners of big fortunes, an even increasing part is played 
within the oligarchies by the dite of the managers of pri- 
vate and state enterprises. 

A feature typical of capitalism is the separation of the 
capitalist owner, his withdrawal from enterprise. Under the 
domination of finance capital the separation of the owner- 
ship of capital from the application of capital to produc- 
tion reaches s maximum. Changes in the capitalist mode of 
production, such as the development of the capitalist socia- 
lisation of production, the greater complexity of management, 
the ever greater replacement of the individual capitalist 
form of private ownership by "associated capitalist" owner- 
ship (in the form of joint-stock or state enter- 
prises), play an important part. 

The owner of the means of production is increasingly 
changing into a coupon-clipping, monopolist rentier. ‘This 
trend is particularly pronounced in the United States. As a 
result, the social structure of the US financial oligarchy 
manifests itself in its "purest form". 

In France, Italy and several other developed capitalist 
countries, and also in some countries with a medium level of 
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capitalist development, the separation of capital as a 
function from capital as property has not been completed 

a long way. There still are many family companies, in which 
the main owner or his relatives make all the decisions. But 
even there, especially in recent years, an increasing number 
of executive posts in the trusts are handed over to the 
hired "generals of industry", which brings the structure of 
the financial oligarchy in these countries closer to that 

of the USA. 

Seeing that many top executives have made good, bdbour~ 
geois ideologists have produced a theory of “managerial re- 
volution", which says that managers are replacing and aboli- 
shing the financial oligarchy and are promoting the emergen- 
ce of a qualitatively new type of capitalism - "people's 
capitalism", “humane capitalism", etc. 

In practice, of course, the managerial elite does not 
abolish the financial oligarchy, but is subordinated to it, 
and partly dissolves in it. fhe class allegiance of the top 
executives is determined by the fact that they act as big 
functioning capitalists. Same top executives eventually make 
considerable fortunes for themselves and become independent 
members of finance-oligarchic dynasties. But most of them 
remain subservient to the owner plutocrats. 

In some capitalist countries the elite of the land-~ 
owner class, the "aristocracy", the govermment and military 
bureaucrats play an important part in the financial oli- 
garchy. In Britain, for example, one finds members of the 
royal family and the landed gentry and colonial aristocracy 
on the boards of the biggest monopolies, alongside represen- 
tatives of banking houses. 

The owners of large land estates become members of the 
emerging financial oligarchy in argentina, Brazil and some 
other Latin american countries. 


Economic and Political The monopoly elite has seized 
OY Gligeccne complete control over the eco- 


nomic and political life of the 
capitalist countries. 
In the United States the bulk of the wealth is control- 
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led by a small handful of capitalist magnates. Some 250-300 
plutocratic families, whose fortunes are continuously grow- 
ing, hold all the decisive positions in the American economy, 
New finance-oligarchic dynasties have emerged in the United 
States gince then. The growth of military expenditure and 
state orders has created millionaires whose main stake is 

in the arms race and on the government market, 

The nucleus of the financial oligarchy in West Germany 
is formed by a few dozen families. The most successful are 
the Thyssen, Haniel, Berges, Burgsdorff, and Waldthausen 
families who control the economy of many regions in the FRG 
and maintain broad international contacts. 

Up to World War II, the famous 200 families were syn- 
bolic of the financial oligarchy in France, In the postwar 
years the number has decreased. Now only a few powerful dy- 
nasties form the nucleus of the the Prench financial oli- 
garchy. They include the Rothschild, David-Weill, de Wendel, 
Michelin, and Peugeot families. 

Major changes have also taken place in the postwar year 
in Japants financial oligarchy. The war promoted the further 
concentration of econemic power in the hands of the old 
"Dzaibatsu" families and advanced a large group of new mag- 
nates. In the postwar period Japanese imperialism has lost 
its military-feudal characteristics and acquired an orga- 
nisational structure very much similar to that of highly 
developed state-monopoly capitalisn. 

Practically, some 300 very rich families now control 
all the key positions in the Japanese economy. 

The financial oligarchy is the indisputed ruler of the 
modern capitalist economy. It extends its dictatorship to 
all aspects of society's life in the capitalist countries. 
The upper crust of the monopoly bourgeoisie increasingly 
sets itself up against society. Besides exploiting the mass 
of the working people, it oppresses other social strata, 
expropriates the amall and medium bourgeoisie. It grows fan- 
tastically rich on the militarisation of the economy and 
the arms race, financial machinations, speculation on stock 
exchanges, etc. 
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Im modern conditions the financial oligarchy inter- 
locks more and more with the bourgeois state apparatus. In 
a bid to strengthen its economic and political positions, 
it rejects the traditional forms of bourgeois democracy and 
resorts to fascism and open reaction. 

The power of the financial oligarchy has long since 
transcended national frontiers. The growing international 
interlocking of finance capital, Lenin said, “is the only 
really general and indubitable tendenoy, not during the last 
few years, and in two counfries, but throughout the whole 
capitalist world.’ cosmopolitan finance capital is in- 
creasingly moving away from its national roots and setting 
itself up in opposition not only against definite classes 
and social groups, but also against whole nations. The op- 
pression of finance capital grows steadily worse. A hand- 
ful of multimillionaires have became the individual rulers 
of the entire wealth of the capitalist world, and use whole 
nations as pawns in their shady deals. 


6. Monopoly Superprofits: Specific Modern 
Form of Capitalist Profit 


monore Ownership Capitalist profit is a form in 
euertcer ee which capitalist ownership of the 


means of production finds its 
economic realisation. The development of capitalism changes 
the forms of capitalist ownership and gives rise to new forms. 
As a result, new forms of the economic realisation of capi- 
talist ownership emerge, 

In the 20th century, when the domination of monopoly 
ownership was establisHed, a qualitatively new form of capi- 
talist profit emerged, monopoly superprofit, which is a 
specific form of the monopolies' economic realisation of the 
ownership of the main economic resources. 


: VeIeLenin, Collected Works, Vol. 21, p. 226. 
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When the private form of capitalist ownership was do- 
Minant, the profit of every capitalist inevitably gravita- 
ted towards the average profit. an individual capitalist 
could make extra profits (or superprofits) if he used some 
important technical improvement in production. Superprofit 
existed constantly on the scale of society as a whole, but 
individual capitalists did not enjoy it regularly. 

Superprofits resulting from economic privileges oreated 
by technical innovations also exist in our time, and they 
can sometimes also be formed at non-monopoly enterprises. 
But in our time it is more usual for superprofits to be 
made on a vast scale by monopoly enterprises. Lenin wrote: 
".eemonopoly yields superprofits, i.e., a surplus of profits 
over and above the capitalist profits that are normal..." 
Monopoly companies have immense resources and can use 
scientific and technological achievements on a much wider 
scale than small and medium capitalists. It is a question 
not so much of the use of new technical achievements by 
the monopolies as of the concentration of these &Chievements 
in their hands. By establishing control over R & D institu- 
tions, the monopolies help themselves to the results of the 
work of scientists and inventors. Depending on the surplus 
profit to be gained out of new scientific and technological 
achievements, the monopolies decide whether or not to use 
them in production. A typical feature of the monopolies is 
that they make superprofits out of their control over the 
bulk of the means of production, of scientific and technolog 
cal discoveries and inventions, raw material sources, 
transport and,commnications, money capital and commodity 
sales. 

The total profit of the monopolies also include, in ad~ 
dition to the specific monopoly superprofit, the average 
profit and ordinary extra profit obtained as a result of 
the use of technical innovations. Of course, the monopolies 
do not distinguish between these forms of profit. They just 
try to get the highest possible profits irrespective of the 


Vele Lenin, Collected Works, Vol. 23, p. 114. 
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Sources of Monopoly It should be emphasised that the 

Superprofit main component of monopoly super~ 
profits is the extra surplus- 
value obtained at monopoly enterprises as a result of their 
higher rate of exploitation, compared with non-monopoly 
enterprises. Im recent years the intensity of labour at mo- 
nopoly enterprises has reached such a level that workers 
often strike not so much for higher wages as against the 
excessive intensification of labour. 

An essential component of monopoly superprofit is the 
part of the value of labour power being appropriated by the 
monopolies in the circulation sphere through the sale of 
consumer goods at prices exceeding their value and the pro- 
duction price. This can be seen, in particular, from a com 
parison of the dynamics of the labour productivity at monopo- 
ly enterprises producing consumer goods and the price move- 
ments for these goods. The productivity of labour grows, 
so the value of consumer goods drops, but the prices conti- 
nue to be jacked up by the monopolies. 

Another component of the monopoly superprofit is the 
part of the surplus~value which is produced at non~monopoly 
enterprises and which the monopolies appropriate in the cir- 
culation sphere through the sale of monopoly goods to those 
enterprises at inflated prices and the purchase of their pro- 
ducts at artificially depressed prices, 

In this context we should also take note of such cam- 
ponent of monopoly superprofit as the value appropriated by 
the monopolies by financial means, i.e. their promoter's 
profit, which is, in effect, a deduction from the profit and 
capital of rank-and-file shareholders, or from their savings. 

A special place in the structure of monopoly superprofit 
is held by the value of the surplus and part of the necessary 
product of small commodity producers in town and cowtry. 
This applies particularly to the value of commodities pro- 
duced by the peasants who are mercilessly robbed by the mono- 
polies. 


Still another source of monopoly profits is the exploita- 
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tion of the peoples of the colonial and dependent countries, 
In those countries the monopolies resort to particularly 
barbarian methods of exploitation. The level of workers’ 
wages at monopoly-owned factories and on plantations in the 
Third World countries is much lower than that in the imperial- 
ist states. Even after the collapse of the colonial systen, 
the monopolies of the imperialist powers are trying to re- 
tain their positions in the newly free countries. They make 
fortunes by using cheap labour in those countries, fixing 
monopoly prices for the local goods and for the commodities 
exported by the monopolies to the developing countries, ap-— 
propriating part of the profit belonging to local capital and 
seizing the necessary product of small commodity producers 
in those countries. The actual forms of imperialist plunder 
in the developing countries will be discussed later in the 
book. 

Of great importance for the growth of monopoly profits 
are all sorts of financial speculations and machinations used 
by the capitalist magnates to redistribute to their advantage 
not only the earnings of the working people but also a con- 
siderable partion of the profits made by the small and medium 
bourgeoisie, To this end they use the mechanism of stock ex- 
changes, operations to "water down" the monopoly capital, 
various m@thods of evading taxes, tricks with the company 
funds and scores of other devices, 

Tricks with the balances of capitalist enterprises also 
serve the aim of gaining monopoly profits. These balances 
reflect the typical features of the capitalist econamio system. 
They are class in character, being a means of capitalist ra- 
tionalisation and an instrument for increasing monopoly pro- 
fits by robbing small shareholders and other members of capi- 
talist society. 

The valance of a capitalist enterprise equally reflects 
its property resources (balance assets) and its origins 
(balance liabilities). Striking a balance for the capitalist 
is a means of contriving all kinds of tricks. Lenin noted: 
"The balance-sheets of many joint-stock companies put us in 
mind of the palimpsests of the middle ages from which the 
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visible inscription had first to be erased in order to dis- 
cover beneath it another inscription giving the real meaning 
of the document. "! It 1s not accidental that today three 
forms of balance have received an almost official status in 
the capitalist world. These are:1) a "commercial" balance 
used as a means of attracting capital and fooling around the 
small shareholders; 2) a "tax" balance used to conceal the 
taxable profit; and 3) a secret balance reflecting the true 
situation, which is important for the enterprise owner. 


Monopoly Prices and The tendency for prices to rise 
Monopoly Profit is typical of capitalism, even if 
it is extremely uneven and fluc- 
tuates from time to time and from branch to branch. 

Analysis of the price movement in the leading capitalist 
countries shows that the long-term tendency for prices to 
drop ended in the late 19th century and quite the opposite, 
no less stable, tendency has been prevailing throughout the 
20th century (with the exception of the 1930s). 

This tendency became especially manifest in the postwar 
period. During the last two decades prices have been grow- 
ing continuously. Since 1970 prices in the developed capital- 
ist countries have risen on average by 130 per cent, and 
since 1975 by 50 per cent, 

A variety of circumstances affect the price level. 

But monopoly domination, the artificial inflation of the 
prices for their goods, is the basic reason for the price 
rises. Monopoly prices preserve their nature even though 
they may stay on the same level or even drop in times of 
crises, as was the case in the past. In both cases, however, 
monopoly prices exceed the value and the price of production 
of the relevant commodities. 

Monopoly superprofits do not necessarily depend on ea 
rise in monopoly prices. When production costs drop, mono- 


' V.r.Lenin, Collected Works, Vol. 22, p. 229. 


SeMe Menshikov, Inflation and the Crisis of Economic Re- 
gulation, Moscow, 1979, p. 149 (in Russian). 
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poly superprofits may rise, even if prices remain the same 
or fall. Nevertheless, the formation of monopoly superpro- 
fits in conditions of growing monopoly prices is typical of 
imperialism. 

The monopolies use various methods to establish high 
monopoly prices. The most widespread is the price agreement 
system, when the firms dominant in a given branch agree to 
fix prices at a level which other firms have to follow, The 
monopolies then take steps to limit the supply of commodities 
and go so far as to destroy cammodity stocks. They use 
every possible means to remove competitors. 

At the same time the monopolies encounter obstacles in 
their policy aimed at maintaining monopoly prices. Counter- 
acting forces set definite limits to this policy. These ob~ 
stacles are due to the fact that monopoly domination is not 
absolute and that competition is preserved even under impe- 
rialism. Economically, the operation of the law of value, 
which continues in the stage of monopoly capitalism, is 
responsible for the fact that the monopoly price policy 
meets with obstacles. 


Economic Basis of anti- In Volume III of his Capital 

Monopoly Struggle Marx proved that the process 

of the levelling of profits 

between capitalists in proportion to the size of their oa- 
pital is the economic basis of the proletariat's class so- 
lidarity. The formation of an average profit means that it 
is not only the individual capitalist that exploits the par- 
ticular group of workers employed at his enterprise, but 
that the whole capitalist class exploits the whole working 
class. 

Lenin's theory of monopolies, finance capital and mono- 
poly superprofits laid an economic foundation for the forma- 
tion of a union of all anti-monopoly forces. The cCPpsu 
programme points out that the capitalist monopolies are the 
working class' No. 1 enemy. They are also the main enemy 
of the peasants, artisans and other small owners in town, 
of most office workers and intellectuals. 

The working class directs its main blow against the 
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capitalist monopolies. all the major strata of capitalist 
society have a stake in abolishing the omnipotence of the 
monopolies. This makes it possible to unite all democratic 
movements, opposing the oppression by the financial oligar 
chy, into a single powerful anti-imperialist stream. fThe 
leading role of the working class headed by its Marxist- 
Leninist vanguard is decisive in setting up an anti- 
monopoly and anti-imperialist front and in bringing it to 
victory. 


Chapter 9 
STATE—-MONOPOLY CAPITALISM 


The domination of monopolies, finance capital and the 
financial oligarchy against the background of the intensified 
contradictions of capitaliam leads to the emergence of state- 
monopoly capitalian. 

Lenin's study of state-monopoly capitalism was his great 
contribution to the development of Marxist economic theory. 
Lenin observed but the initial stage in the formation of a 
system of state-monopoly capitaliam. Yet he introduced the 
scientific concept of state-monopoly capitalism and developed 
a theory explaining its essence, origins and regularities. 

Lenin's theory of state-monopoly capitalism has been 
fully borne out by developments in recent decades. It was 
further developed in the documents of the CPSU and other com- 
munist and workers' parties and of the international communist 
movement, and also in economic studies made by Marxists-Lenin- 
ists from a number of countries. 

The documents of the CPSU and the fraternal communist 
and workers’ parties note that modern capitaliam has acquired 
some new features, although, essentially it rwmains monopoly 
capitaliam. Most important of them is its more pronounced 
state-monopoly character. Modern capitalism is state-monopoly 
capitalism, i.e. monopoly capitaliam combining the power of 
capitalist monopolies and state power in the name of saving 
the capitalist system and securing monopoly profits. 

The 25th and 26th OPSU Congresses gave a profound ana- 
lysis of state-monopoly capitaliam, emphasised that a “highly 
developed state-monopoly economy" has formed in the main 
centres of capitalist economy in the postwar period. 

The further aggravation of the general crisis of capi- 
talism shows that state-monopoly capitalism, which is only a 
form of capitalism's adaptation to the conditions of struggle 
between the two systems and to the requirements of the revolu- 
tion in science and technology, exacerbates more and more the 
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contradictions of capitalist society. 


1. Essence of State-Monopoly Capitalian 


Lenin's Theory of Lenin's theory of state-monopoly capi- 
State-Monopoly Ca- talism is a component part of his 
pitaligm theory of imperialiam. For many years 


on end Lenin had been studying the 
coalescence of monopolies and the state. In his classic study 
of monopoly capitaliam, Imperialism, the Highest Stage of 
Capitalism, Lenin first arrived at the conclusion that on the 
stage of imperialiam the bourgeois state becomes the state of 
the monopoly bourgeosie. Speaking of the role played by the 
financial oligarchy, Lenin wrote that the oligarchy "throws a 
close network of dependence relationships over all the eco- 
nomic and political institutions of present-day bourgeois 
society without exception."! In late 1916 and the subsequent 
period Lenin formulated the basic propositions of his theory 
of state-monopoly capitalism. Of major importance in this 
respect were his works The State and Revolution and The 
Impending Catastrophe and How to Combat It 5. 

For the first time in the history of Marxian, Lenin de- 
fined state-monopoly capitalism as “combining the colossal 
power of capitalism with the colossal power of the state into 
a single mechanian..."4 This formula underlies the modern de- 
finition of state-monopoly capitalism contained in policy- 
making documents of the communist parties and the internation- 
al communist movement. 

Lenin advanced a proposition that monopoly capitalisen 
grows over into state-monopoly capitalism’, analysed the 
causes of its emergence and development. He noted, in parti- 
cular, the high level of the socialisation of production (a 
result of growing concentration and monopolisation), which 


1 ¥.I. Lenin, Collected Works, Vol. 22, p. 299. 
© Ihid., Vol 25, pp. 385-497. 
> Ipid., pp. 323-369. 


Ibid., Vol. 24, p. 403. 

5 This proposition was first formulated in his work Principles 
Involved in the War Issue, written in December 1916 (see 
V.I. Lenin, Collected Works, Vol. 23, pp. 157-158). 


15-731 225 





leads to aggravation of the main contradiction of capitalism. 
By joining forces with the bourgeois state, finance capital 
seeks to alleviate this contradiction. This single state- 
monopoly mechaniam is also used to offset the contradictions 
of capitalist accummlation, and to increase monopoly profits. 
Lenin also emphasised the important role of factors, such as 
the intensification of the class struggle, the exacerbation 
of the inter-imperialist contradictions and imperialist wars. 

Lenin developed his theory of state-monopoly capitalian 
in the setting of bitter struggle against bourgeois and op- 
portunist distortions. Bourgeois economists and right oppor- 
tunists presented the state as a “servant of society", a 
“neutral arbiter", whereas "left" opportunists underestimated 
the active role of the state, reducing it to a passive instru- 
ment of the monopolies. 

Lenin's thesis about the "alliance", "interweaving", 
"coalescence" of monopoly capital and the bourgeois state and 
forming a single mechanism is a key to exposing the bourgeois 
and opportunist theories of the bourgeois state standing 
“above classes” and warns against dogmatic mistakes and a 
simplified view of the ways of development of modern state- 
monopoly capitalimga. 

Lenin defined the class essence and causes of the deve- 
lopment of state-monopoly capitalism, and also showed its 
objectives and functions. Noteworthy is a proposition set 
forth in the work The Impend Catastrophe and How to Combat 
it. Lenin wrote that state-monopoly capitalism “does not for 
a moment, in any measure it adopts, lose sight of the reac- 
tionary aim of atrengthening capitalism, preventing its being 
undermined...*"*, In a number of his speeches Lenin emphasised 
another function of state-monopoly capitalism, viz., the en- 
richment of monopolies. 

Lenin's works The Impending Catastrophe and How to Conm- 
bat It, Material for the Article "On the stion of the Role 
of the State", and some others gave a profound analysis of 
the main forms of state-monopoly capitalism (state property, 
the use of the state budget, taxes, government price regula- 
tion measures, etc.). 


—_-- 
V.I.Lenin, Collected Works, Vol. 25, p. 351. 
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Also of major importance is Lenin's analysis of the 
historical place of state-monopoly capitalism and his extreme- 
ly farsighted conclusion that state-monopoly capitaliam is "a 
complete material preparation for socialism”. 

All the above exposes the untenability of the assertions 
advanced by certain ideologues of the so-called Eurocommunisa 
that Lenin's theses of the state have become "outdated". 
Lenin's theory lays bare the class essence of state-monopoly 
capitalism, defines regularities underlying its emergence and 
development, and is a potent ideological weapon for the con- 
temporary revolutionary forces. 


Background of State- The emergence of monopolies leads to 

Monopoly Capitaliam substantial changes in the activiti- 
es of the bourgeois state. The con- 

centration of economic power in the hands of a small number 

of monopolies enables them to eagoalesce with the state appara- 

tus and to use it in their own interests. 

On the other hand, the emergence and development of 
monopolies made it necessary for them to make ever greater 
use of the bourgeois state. This was dictated by the intensi- 
fication of the contradiction between the private nature of 
the monopolies and the gigantic growth of the socialisation of 
production appending monopoly. 

The continual intensification of the main contradiction 
of capitalist mode of production at the monopoly-capitalist 
stage gives rise to a qualitatively new phenomenon, viz., the 
growing coalescence of the monopolies and the bourgeois state, 
the emergence of state-monopoly management based on the fusion 
of state and monopoly power. 

The rigid limits set by capitalist private ownership 
have always obstructed the full development of the productive 
forces. State-monopoly ownership, being the aggregate owner- 
ship by all monopolies, provides relatively greater possibili- 
ties for the introduction of the latest technological achieve- 
ments than does private-monopoly ownership. 





7 V.I. Lenin, Collected Works, Vol. 25, p. 363. 
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Bo, state-monopoly capitalism reflects the development 
of the social nature of production. The socialisation of pro- 
duction reaches its peak, which is followed by the socialist 
revolution. Production, being social in character, naturally 
demands that it be subordinated to the interests of all soci- 
ety and that public management and control be instituted. 

The intensification of the main contradiction of capi- 
talism is not the only reason for the emergence and develop- 
ment of state-monopoly processes. The derivative contradic- 
tions, notably the contradiction of capitalist accumulation, 
which Marx linked with the tendency for the average rate of 
profit to fall, are of no small importance. The latter mani- 
fests itself as an internal contradiction of the self-movement 
of capital. The state-monopoly mechanism develops as a means 
to ensure high profits for the monopoly elite of society by 
intensifying the exploitation of the working class, peasantry, 
intelligentsia, and the peoples of the developing countries. 

With the onset of the general crisis of capitalism the 
coalescence of the monopolies and the state is affected, in 
the first place, by the struggle between the two world sys- 
tema, the aggravation of the class contradictions in the ia- 
perialist countries and the growth of the national liberation 
movement. 

The socialist system is demonstrating its growing supre- 
macy over the capitalist system. National liberation revolu- 
tions are gaining ground. Under these conditions, the monopo- 
lies see the urgent need to save the capitalist system. In the 
setting of competition with socialism, the ruling capitalist 
circles are particularly afraid that the class struggle gay 
grow into a mass revolutionary movement. All the efforts by 
the state apparatus and its participation in economic life are 
used by the financial magnates to ensure their further enrich- 
ment and, increasingly, to suppress the revolutionary action 
of the people and bolster up the world capitalist systen, 
which is decaying steadily. Consequently, there comes a period 
in the development of state-monopoly capitalism when its 
growth is motivated not only by the intensification of the 
contradictions inherent in imperialism, but also by their new 
exacerbation, now evoked by the threat of complete disintegra- 
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tion of the capitalist systen. 


Single State-Monopoly The coalescence of the monopolies 
Mechaniam and the state proceeds in two main 

directions. On the one hand, the 
monopoly bourgeoisie is increasingly taking over the state 
with all its resources and powers. On the other, the state is 
taking ower the capitalist economy. As a result, the state 
becomes a big industrialist, merchant and banker. State regu- 
lation extends to all the most important aspects of capitalist 
reproduction. 

This coalescence of the monopolies and the state leads 
to the emergence of a single state-monopoly mechanisn. Its ain 
is to save the capitalist establishment and to enrich the 
monopoly upper crust of the bourgeoisie —the financial oli- 
garchy. As the general crisis of capitaliem takes on sharper 
forms, the importance of the first function grows. State-mono- 
poly capitalism becomes the principal method by which sapital- 
ism adjusts itself to modern conditions, a method intended to 
save the capitalist system. 

In this single mechanism, subordinated to the interests 
of the monopolies, the state commands a definite autonomy 
which enables the bourgeois state to defend the common inte- 
rests of monopoly capital. The autonomy is due mainly to the 
important role the state plays in the capitalist economy. The 
state must manoeuvre in its policy, taking into account the 
competitive struggle between financial oligarchic groups, and 
also the contradictions between monopoly and non-monopoly 
capital. It has also to reckon with the growing power of the 
working class. The state acts mainly in the basic interests of 
monopoly capital. It must adopt and implement long-term deci- 
sions on the questions of economic, political and class rela- 
tions. These decisions must be first and foremost directed at 
alleviating the threat to the very foundations of monopoly 
rule. It often happens that current needs of individual mono- 
poly groupings clash with the basic interests of finance capi- 
tal as a whole. In this event the state will subordinate the 
first to the second, even at the risk of dissatisfying some 
financial groupings. All this means that the monopolies then- 
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